

Italian banking 

Fragmentedgieqtor 

plays manap&ly 


Page 20 


World Business Newspaper http://vww.FT.com 


WEDNESDAY FEBRUARY 11 1993 


WORLD MEIMS 

Annan cautions 
west against 
taking action to 
‘humiliate’ Iraq 

US defence secretary Wflliam 
Cohen denied the US was war-' ' 
mongenng against Iraq its Russia 
and China renewed opposition to 
force to break-the .deadlock over 
United Nations weapons inspec- 
tions. CJN secxetary-geheral Kofi - - 
Annan cautioned the west . 
against humiliating Iraq. Page 
14 US hits back at Turkey, Page 
5; War without end, Page l2 

Yeltsin hsatth taws 

Russian president Boris Yeltsin 
gave an unsteady performance on 
the second day of a visit to Rome, 
fuelling concerns about the state 
of his health. Page 2 ' 

1,000 Algerians (Bwppw 

US-based Human Rights Watch 
said more than 1,000 Algerians 
had disappeared since 1992 after - 
being arrested. Page 5 

Troops antar Eraetown 

A Nigerian-led intervention force 

way intoSterra LeanJsaqftall 
Freetown, in an attempt to topple 
the ruling military junta. Page 5 

Cmt o «iw offlcafi kfflod 

Three German customs officers 
were killed In shootings on the 
Polish border and at the Swiss 
frontier. Page 3. •• 

SB-hour waek backed 

The French National Assembly 
adopted the Socialist-led govern- 
ment’s controversial law to Intro- 
duce a 35-hour warking week 
from 2000. Page 2 

Liberal Jaw* In ehaUongo 

Divisions between Israel's Ortho- 
dox and liberal Jews sharpened 
when the liberal Reform and Con- 
servative movements said they 
would appeal to the high court 
a gains t the Orthodox Chief Rab- J 
binate’s monopoly of conversions 
to Judaism. Page 5 . 

Comio urged to act 

US special-envoy Jesse Jacksqx - - 
said that Congo should Eft a ban . 
on political activity arid set up 
independent courts if it wanted. ; 
to haniialise relations with the 
world. Page 5--. ■ . > 


BUSINESS NEWS 

Retiring Shell 
chief declines 
non-executive - 
directorship 

i Royal DutcfyShell's controversial 
! practice of routinely giving non- • 
executive directorships to retir- 
ing tOTfocecutives may be abr^ 
to end, . as the 1 chairman of its top 
executive committee has decided 
not to'jom the board as a • V- • • 
-nonrexecutiye when he retires. . 
Page 15 ■. 

Asrioumzlocd Oedorafi, the . 

- Italian tosurer, confirmed It had : 
..sought authorisation to increase 
its stake In Banca Cammerdale - 
ItaEana, the privatised commer- 
cial bank, from 5 per cent to 10 ■ - 
per cent. Page 20; Lex, Page 14 

Wo um r a Inter na t i onal, the 

European arm of the Japanese 
investment bank, unexpectedly 
withdrew from the £4bn <?6.7bn) 
battle for Energy Groiqi of the- - 
UK. saying it could not justify 
bidding above the 765p offer from 
US utility Pacifl Carp. Page 15 

B* n eo BUbno Vfacaya of Spain 
is to pay $16Gm to take luH coih 
: trol of Roncebarik in Puerto Rico, - 
as it pursues $2bn of acquisitions 
in Latih America. Page 18 . 


China has approved a further 18 
companies for listing on its for- 
eign currency stock markets in a 
moveistendedto show its eager- 
ness toattract foreign invest- 
meht'ahd develop its markets for 
international Investors. Page 18 

Ukralnu.is today-expected to 
issue the most. expensive sover- 
eign bond iu recent memory in a 
move feat-has taken interna- 
tional capital markets by sur- 
prise. Page2 . ... ; 

TbnuWurnsrposted an 18 per 
cent increase t&3l:.65bn in cash 
flow for the closing quarter of 
1997, overcoming a weak music 
market and a modest perfor- 
mancefoUS cinemas. Page 18 

Qragltorman'm golf estate 
.development venture with Mac- 
quarie fiankof Australia is 
embarking bn a h ig expansion. 
-The AustraHan golfer is set to 
bufld:over 45 got f estates in the • 
.TlS. Anstraharand Asia.£ajj^9 . 


Wgwiata cut phr H « w dca 

Nigeria’s military government 
said it would cut 30 per cent cf its 
civil service with the loss of up to 
SO.OOO jobs . PageS - -.1. 

Utility v s Melos * M g g or rfokf 

Large sports utility vehicles and - 
pick-up trucks, popular in the 
US, are fer more likely to cause . 
death when involved m accidents 
with smaller vehicles, a study 
shows. Page 7 

Hyundai seeks site owMrslifp 

Hyundai of Korea is pressing the 
UK government to give it lam* 
diate ownership of the ate of its. 
delayed semiconductor plant in 
Scotland to help it to complete 
the project Page 8 

Food poisoning Inerasaa 

Intensive livestock production 
and excessive use of antibiotics 
have contributed to a rise in food 
poisoning, the UK Meat and live-' " 
stock Commission said. Page 8; 
Butchers angry, Page 14 

Romanian poverty wormnom 

Many Romanians sank further 
into poverty last year as purchas- 
ing power dropped by 22.4 per . 
cent, official figures Show. 

Page 2 

Italian businessman ftrsod 

Italian businessman Giuseppe 
Soffiantini, who was kidnapped 
237 days ago, was released near 
Florence after his family paid a 
ransom of L5bn (S2.85m). Page.2 

Resistance leader dM 

Former French foreign minister 
Maurice Schumann, an influen- 
tial figure in the second world" 
war resistance movement, died 
aged 86. 
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US economy 
set to brush 
off effects of 
Asian crisis 

Economists predict slower 
growth and lower inflation 


Banked of Sweden warned that ;■ 

• fee krona couM be destabilised if 
fee country’s leading companies 
i .abandon the currency in favour 
cfffhe euro. Pages' 

Stkiih Korea's dissident trade 
unions, rejected last week’s hard- 
won.agreeanent on labour 
refbrins and teeatened a general 
stiike; caindng the Seoul bourse 
to fall by SL2 per cent to 541.77 
points. Report and Lex, Page 14.. 

Citibank of the US. has halted - 
negotiations to buy First Bang- 
kok Ciiy Bank, the Thai bank 
[ taken over by the government • ■ 
last week. Page 19 

RsHa, troubled South Korean 
conglomerate, plans to sell five 
subsidiaries and seek foreign 
. investments in its shipbuilding . 
and car parts businesses. Page 19 

Deutschs Morgan OrsnfsH and 

Credit Suisse First Boston pro- 
tested to the Polish government - 
after it rejected their hid to 
arrange the initial public nflfering 
of the country's telephone com- 
pany. Page 20 

Router* Holdings, the financial 
information company, intends to 
press ahead with the US launch 
of its new financial analysis prod- 
uct despite the inquiry into 
alleged illegal use of data from, 
its US competitor Bloomberg. 
Page 15 

Frssh M Moot* Produco, the 

banana producer, has reached an 
agreement an trade union rights 
in its Costa Rican plantations in 
a bid to end a European con- - 
onmor camp aign against the com- 
pany. Page 4 


By Gerard Baker fn Washington 

The US economy is set for 
continued, growth with low infla- 
tion, brushing off any fallout 
from the Asian financial crisis, 
president Bfll Clinton said yester- 
day. 

In its annual report to con- 
gress, Mr Clinton’s Council of 
Economic Advisers said the 
Asian effect might prove positive 
for the US - slowing growth' from 
its rapid pace of last year, quell- 
ing inflationary pressures and 
heading off the need for higher 
interest rates. 

The upbeat report helped boost 
US share prices, and the Dow 
Jones Industrial Average surged 
112 points to 8^93 in late after- 
noon trading: 

. Underlining the remarkable 
economic performance that hag 
helped give him the highest pop- 
ular approval ratings of his presi- 
dency, Mr Clinton hailed the 
report “Our economy is strong, 
our p r osper i ty is deep, our pros- 
pects are bright,” be. said. 

The country was on course to 
achieve “the longest peacetime 
expansion in the history of fee 
United States”. 

Janet Yellen. chairman of the 
council, said the pace of growth 
would slow this year from the 3^ 
per emit recorded in 1997, partly 
as a result of the Asian crisis. 

But - she said the economy 
would continue to create jobs and 
that inflation would remain low. 

“I would not grant that the 
Asian situation would have any 
impact on employment at all,” 
she added. 

' For the next few years fee 
administration forecasts growth 
of about 2 per cent, with unem- 
ployment stable at just over 5 per 
cent But Ms Yellen emphasised 


feat these forecasts were deliber- 
ately cautious and said growth 
could be faster. 

The economy’s growth in 1997 
was the strongest in nine years: 
fee unemployment rate, averag- 
ing «L9 per cent, was fee lowest in 
24 years; inflation, at 1.7 per cent 
at the end of 1997, was the best in 
11 years. Asia’s financial prob- 
lems would lower US exports and 
raise imports, but the expected 
slower growth was already reduc- 
ing long-term interest rates and 
prospects far inflation. Ms Yellen 
said. 

. The report said the new “high 
employment economy” would 
have long-term benefits and 
might be starting to reduce the 
extremes of inequality in Ameri- 
can society. The proportion of fee 
population living in poverty had 
fallen from 15.1 per cent in 2993 
to 13.7 per cent in 1996 and for 
black people was now at an 
all-time low. 

In a separate report, the 
Labour department said yester- 
day that productivity increased 
by 1.7 per cent in 1997 following a 
1.9 per cent rise the year before. 
The gain provided further sup- 
port for the claim that the 
growth of US workers' productiv- 
ity - output per hour ~ had 
recovered from its stagnation of 
recent years. 

In the last two years, fee rate 
of growth has been more than 
double the 0.8 per cent average 
recorded between 1990 and 1995, 
though it was still well below fee 
pace achieved in the 1950s and 
•1960s. In the fourth quarter of 
1997, productivity grew at a 2 per 
cent annual rate, down from fee 
3.6 per cent rate of the third 
quarter, fee department said. 

Pat on back. Page 7 


Titanic gives Oscar 
lift to blockbusters 


By Christopher Parkes 
in Los Angeles 

Titanic, fee maritime disaster 
film which foiled to live up to 
widespread expectations of finan- 
cial catastrophe, yesterday 
gained a farther box-office boost 
with 14 Academy Award nomina- 
tions. 

The epic, which has topped the 
US box office for eight weeks, 
and so for sold more than 3650m- 
worth of tickets worldwide, 
matched the nominations record 
set in 1950 by All About Eve. 

' Titanic has confounded critics 
of its record-breaking $20Qm-plus 
budget and may have dented fee 
Bollywood consensus that it is 
time to rein in production spend- 
ing. 

However, while co-producers 
Viacom’s Paramount Pictures 
and News Corp’s 20th Century 


Fox have seen their success 
reflected in higher stock prices, 
the industry remains under pres- 
sure from Wall Street to improve 
margins. 

Film-makers may have notori- 
ously short memories, but inves- 
tors need no reminding of flops 
such as Kevin Costner's Water- 
world, fee previous record-holder 
in fee budget stakes, which was 
followed into box-office oblivion 
recently by Mr Costner’s latest 
high-price release. The Postman. 

Evidence from fee list of other 
Oscar nominees confirms that 
blockbuster budgets are no guar- 
antee of acclaim from the Acad- 
emy of Motion Picture Arts and 
Sciences. 

Of fee other contendere, only 
Amistad, the DreamWorks-made 
slave-ship drama that 

Continued on Page 14 
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Flat-out for gold: Germany's Barbara Nledernhuber hurtles down the track in the women’s Olympic luge 
singles competition at Nagano, Japan, yesterday. She is in first position after two runs. In the overall 
Win to - Olympic medals table, Russia leads the field, with three golds o«ure: mm 


McDonald’s goes Mexican 
as rivals eat into burger sales 


By Richard Tomkins in New York 

McDonald’s, fee US burger chain 
suffering poor results in its 
home market, is to expand into 
non-American food for the first 
time In its 43-year history. 

It is taking a minority stake in 
World Foods, the privately 
owned operator of Chipotle Mexi- 
can Grill, a chain of 14 fast food 
restaurants serving Mexican- 
style food in and around Denver. 
Colorado. 

The balance of World Foods 
will continue to be owned by 
Steven Ells, the 32-year-old 
founder and chief executive, and 
other unnamed parties. The price 
was not disclosed. 

Chipotle Mexican Grill serves 
burritos, tacos and fojifas made 
to original recipes with fresh 
ingredients. Its signature dish is 
a 17-l8oz chicken burrito wife 
black beans and rice that sells 
for *4.75. 

Hie Mexican fast-food market 
is already served by Taco Bell, 
an international chain owned by 
Tricon Global Restaurants, a 
spin-off. from PepsiCo. Bnt 
McDonald’s said yesterday 
Chipotle Mexican Grill bad a 
more adult, up-scale image than 
Taco Bell, and its products sold 
at higher prices. 


McDonald’s 


Share price relative 
to the S&P Composite 
720 


K. 

100 — 




* 


Sojretc Danstra&m/lCV 

The investment in World 
Foods is insignificant In finan- 
cial terms for McDonald's. But it 
marks an unexpected departure 
from the company's strategy of 
global expansion of its burger 
business. 

The company has recently lost 
US market share and reported 
weak results from its US busi- 
ness because of severe competi- 
tion in the US fast food industry. 
Marketing mishaps have added 
to the company’s woes. 

Patrick Flynn, executive 
vice-president of McDonald's 
USA, insisted that the invest- 
ment in World Foods did not sig- 
nal any change in McDonald’s 
strategy. The company would 
remain focused on expanding its 


burger business, be said. 

“McDonald’s is making an 
opportunistically driven minor- 
ity investment in a small restau- 
rant concept that has a strong 
customer following and an excel- 
lent performance record,” Mr 
Flynn said. 

“By testing new ideas and 
evaluating results, we expand 
our body of knowledge about the 
food service business. Chipotle 
Mexican Grill is another oppor- 
tunity to gain such learnings.” 

Mr Flynn said McDonald’s did 
not plan to introduce Chi po tie’s 
products to McDonald's restau- 
rants, or McDonald's products to 
Chipotle’s. 

But, if Chipotle’s showed 
enough growth potential and 
appeal, McDonald’s planned to 
expand it by offering franchisees 
the opportunity to open restau- 
rants. 

McDonald’s told franrbisees: 
"Our longer-term vision for the 
Chipotle organisation is to add it 
to our franchising mix, which 
would leverage the strengths of 
our existing franchise system.” 

U added that it would take “a 
couple of years to evaluate the 
organisation and determine its 
growth potential”. 

Lex, Page 14 
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NEWS: EUROPE 


Russian markets remain unimpressed as finance minister launches another reform plan 


Kremlin seeks speedy deal on tax code 


by Chrystia Freeland In Moscow 


The Russian government 
continued its aggressive effort to 
rebuild investor confidence yester- 
day, as the finance ministry 
unveiled a new draft tax code and 
gave an upbeat assessment of talks 
with the International Monetary 
Fund. 

But Moscow's nervous financial 
markets, which have been serl- 
ously weakened by the Aslan cri- 
sis, responded unenthusiastically. 
Share prices fell nearly 2 per cent 
and the rouble slipped slightly 
ag ains t the dollar, suggesting 


investors have not yet been con- 
vinced by the government’s recent 
effortsHo prove it has its economic 
house in order. 

Mikhail Zadornov, the finance 
minis ter, said he expected parlia- 
ment to pass the revised tax code 
by the middle of this year. The new 
code replaces the government's 
1997 draff, which failed to win leg- 
islative approval. "Any further 
delay in tax reform is unaccept- 
able," said Mr Zadornov. 

The minis ter warned that if the 
tax code were not passed by the 
summer. Russia would be lum- 
bered with its current tax system 


for another two to two and a half 


years. 

He said that budget debates in 
the second half of this year, fol- 
lowed by 1999 parliamentary elec- 
tions and a presidential ballot in 
2000. would make it impossible for 

the parliament to pass the tax code 
after the middle of this 


year. 

Mr Zadornov, who joined the cab- 
inet last autumn after serving as a 
member or parliament from the 
democratic opposition party 
Yabloko. said the revised tax code 
incorporated most of the amend- 
ments Yabloko had proposed. 


He said the new plan reduced the 
overall tax burden to 30.7 per cent 
of GDP. down two full percentage 
points from this year and three 
from last year. It would also radi- 
cally simplify the system and 
reduce the number of taxes. 

Some key taxes are to be 
reduced. Under the new code the 
profit tax rate would be cut from 
the originally proposed 35 per cent 
to 30 per cent. The finance minis- 
try has also dropped its plan to 
increase the value added tax to 22 
per cent from its current 20 per 
cent. 

Mr Zadornov offered an optimis- 


Big yield 
for Kiev 
debut 
bond 


Yeltsin unsteady on Roman stage 


By Edward Luca 
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By Janies Blitz in Rome 


Ukraine is today expected to 
issue the most expensive 
sovereign bond in recent 
memory in a move which 
has takan the international 
capital markets by surprise. 

The DM500m ($280m) 
bond, Ukraine's debut offer- 
ing In the International bond 
markets, is expected to yield 
about 16 per cent - almost 
double the amount paid by 
the mainstream emerging 
mar ket borrowers. 

Officials at leading invest- 
ment banks yesterday 
expressed incredulity that 
Ukraine would choose to 
come to the markets at such 
an unprecedented rate. "This 
smacks of desperation," said 
one syndicate head in Lon- 
don. “No-one borrows money 
at these spreads." 

Officials were also sur- 
prised that Ukraine had not 
opted to wait until the inter- 
national markets had 
regained appetite for emerg- 
ing market paper which has 
been subdued since turmoil 
hit Asia last October. 

Of the sovereign emerging 
market governments, only 
Argentina, Brazil and Tur- 
key have tapped the bond 
markets since last October 
with all three issuing at 
yields of well below 10 per 
cent. 

Even Russia, which is con- 
sidered one of the riskiest 
sovereign borrowers in the 
world, paid a coupon of 
about 10 per cent on its last 
visit to the markets. “Either 
Ukraine is desperate for the 
cash or it is unconcerned 
about its international repu- 
tation." said a US invest- 
ment banker in New York. 

However, others said the 
bond would meet strong 
demand from international 
hedge funds, which have 
been starved of high-yield 
paper in the last few 
months. Retail investors in 
continental Europe are also 
reported to be interested, 
having stronger stomachs 
for high-risk paper than 
most institutional investors. 

Economists said Ukraine 
needed to raise the cash , 
urgently to meet its mount- 
ing debt obligations. The 
country suffered from con- 
siderable outflows of foreign 
portfolio investment in the 
aftermath of the crisis last 
October, and has had diffi- 
culty persuading investors 
to return to the Ukrainian, 
domestic bond market 
despite the fact the three- 
month Treasury bill yields 
about 50 per cent 

The three-year bond, 
which will be lead managed 
by Merrill Lynch and Com- 
merzbank, is expected to be 
issued today. The bond will 
be priced to yield about 1,000 
basis points - 10 percentage 
points - more than three- 
year German government 
bonds. 


President Boris Yeltsin 
yesterday gave an unsteady 
performance on the second 
day of his official visit to 
Rome, failing to dispel con- 
cerns about the state of his 
h ealth 

During a series of meet- 
ings with Romano Prodi. the 
Italian prime minister, and 
later with Pope John Paul at 
the Vatican, Mr Yeltsin 
avoided making any gaffes 
of the kind that had marked 
the start of his visit, when 
he suggested that Kofi 
Annan. UN secretary- 
general. was on his way to 
Baghdad to mediate over the 
Iraqi crisis. 

But he appeared unsteady 
at a press conference at the 
Palazzo Chigi, the prime 
minister's headquarters, 
occasionally requiring help 
from his official spokesman 
when answering questions. 

At one stage, Mr Yeltsin, 
who rarely ventures into 
public in Moscow these days 
following a heart bypass 


operation, appeared to have 
difficulty understanding a 
question over his earlier 
statement about Mr Annan’s 
trip. 

“I never said that I would 
go to Iraq,” he replied. 

Later, during a visit to Jay 
flowers at Italy’s Tomb of 
the Unknown Soldier in 
Piazza Venezia, the 67-year- 
old Russian leader broke 
official protocol by not pay- 
ing tribute to the Italian flag 
despite aides’ efforts to bring 
him to a stop. 

Mr Yeltsin, who otherwise 
appeared in reasonable 
health, fr ankl y admitted that 
he had not yet managed to 
form a close relationship 
with Mr Prodi. 

*1 don’t know if you could 
call it a warm friendship but 
I think in 1998 we will want 
to achieve this together." he 
said. 

Mr Yeltsin and Mr Prodi 
yesterday signed a dozen 
joint agreements at the heart 
of which was a determina- 
tion to boost trade between 
Russia and Italy from the 




Yeltsin poses with Prodi before their meeting at the Palazzo Chigi yesterday 


current level of Lll.OOObn 
per year to L27,000bn 
(S6.2bn-S15.2bn>. 

Among the accords the 
leaders are expected to draw 
up is an $840m joint venture 


between Plat the Italian car 
company, and the Russian 
enterprise GAZ, for the man- 
ufacture of some 150,000 cars 
in Russia by the year 2005. 
They also include a $200m 


contract between the City of 
St Petersburg and the Breda 
transport company to create 
a joint venture producing 
buses for local public trans- 
port. 


Russian groups blamed 
for Georgia attack 


By Selina Williams in Tbilisi 


The Georgian capital, Tbilisi, 
was under tight security yes- 
terday after a well-organised 
assassination attempt on 
President Eduard Shevard- 
nadze. 

The attack on Monday 
night, which left three dead 
and six wounded, was the 
second in three years on the 
president. He called his sur- 
vival a miracle. 

During the relative calm 
since the previous attempt 
on Mr Shevardnadze’s life, 
Georgia has largely managed 
to overcome its image of a 
lawless state. 

However, one presidential 
adviser said yesterday he 
was not surprised by the 
attack, claiming that Rus- 
sian ultra-nationalist and 
communist groups, who still 
see Georgia as an intrinsic 
part of Russia, bad master- 
minded the assault 

“There are many destruc- 
tive forces in Russia that 
want to destabilise the 
region and are ready to do 
any thing to maintain Influ- 
ence here," said Peter Mam- 
radze, head of the state 
chancellery. 

While one of the attackers 
killed during the shooting 
was carrying a Russian pass- 
port there is little other con- 
crete evidence to support Mr 
Mamradze's statement But 


Russia does have a long his- 
tory of meddling in the 
region, supplying separatist 
rebels with military hard- 
ware and soldiers. 

Mr Shevardnadze told 
reporters the attack could 
have been aimed at foment- 
ing chaos to prevent the lay- 
ing of a new pipeline west- 
wards across Georgian 
territory from the oil-rich 
Caspian Sea. 

“Very powerful forces are 
interested in a different solu- 
tion of the question linked to 
the transportation of oil 
through Georgia." 
said Mr Shevardnadze. The 
70-year-old former Soviet for- 


eign minister has led Geor- 
gia since Ms return in 1992. 

Russia had much to lose 
when the three countries in 
the Trans Caucasus. Georgia, 
Armenia and Azerbaijan, 
abandoned the Soviet Union 
in 1991 and began a period of 
shaky independence. 

Azerbaijan’s Erst interna- 
tional oil consortium 
announced in 1995 that it 
would ship oil to interna- 
tional markets through a 
Georgian pipeline, but since 
then there has been fierce 
competition with Russia to 
build a larger pipeline that 
will transport 800.000 barrels 
a day. 


French right 
fails to block 
35-hour week 


By Robert Graham in Paris 





Shevardnadze describes the gun and grenade attack on his 
motorcade; he said he survived it by a miracle awn 


The French National 
Assembly yesterday adopted 
the Socialist-led govern- 
ment’s controversial law to 
introduce a 35-hour working 
week from the year 2000. 

Despite vocal criticism and 
filibustering tactics from the 
opposition, the rightwing 
parties failed to pass any 
substantial amendments to 
the government's proposals. 
At the same time Lionel Jos- 
pin, the prime minister, 
managed to impose disci- 
pline on his Communist 
partners, preventing them 
from entrenching more 
favourable conditions for 
employees. 

The vote was carried by 
316 votes to 254 and the bill 
will now be sent to the Sen- 
ate before coming back to 
the assembly for a second 
reading. It is unlikely to 
become law until April. 

In her final comments 
before the vote, Martine 
Aubry. the labour and social 
affairs minister, once again 
sought to allay fears among 
both employers and unions 
that the introduction of a 35- 
hour week would upset 
labour relations and fail to 
generate new jobs. 


. “The reduction in working 
time is neither against the 
companies nor the. employ- 
ees, rather it is being done to 
create employment, 1 ”, she 
said. 

The law obliges companies 
employing over 20 people to 
introduce the scheme by 
2000. with a sliding scale of 
cuts In social^ security 
charges offered to employers 
depending on how many 
new jobs are created. By 2002 
the scheme will be extended 
to companies employing 
under 20 people. 

A second law will have to 
be introduced in the next, 
year fleshing out the details 
of the scheme. A number of 
key issues have been left 
deliberately vague, including 
such vital matters as labour 
flexibility wage moderation, 
overtime pay and whether 
hours worked are calculated 
on an average over the year. 

Employers claim the law 
will raise employment costs 
by upwards of 10 per cent 
and freeze job creation; the 
unions fear companies will 
be able to exploit the Iaw.to 
impose wage freezes. In 
either case the government’s 
faith in large scale Job cre- 
ation from the measure is 
likely to be put to the test. 


Germans see threat to ‘land of poets’ 

EU questions on book prices have roused an angry response, writes Peter Norman 


O nly the European Commis- 
sion could forge such unity. 
Karel Van Mien, the com- 
petition commissioner, has got Ger- 
many's booksellers and publishers in 
arms and provoked united opposi- 
tion from warring political parties 
with a threat to end a llO-y ear-old 
system of fixing prices for books. 

As soon as the Commission 
announced last month that it would 
start investigating the cross-border 
fixing of book prices In Germany 
and Austria. Heidemarie Wieczorek- 
Zeul. a former leftwing firebrand 
and the opposition Social Demo- 
cratic party's spokesperson for 
Europe, leapt to the system's 
defence. Two days later. Helmut 
Schafer, junior foreign minister 
responsible for cultural affairs and a 
Free Democrat, made it clear the 
Bonn government would fight to 
keep fixed prices. 

This message was reinforced by 
Alfons Pfeifer, minister of state in 
the chancellery and one of Helmut 
Kohl’s close supporters in his Chris- 
tian Democratic Union. Recent stu- 
dent protests have thrown the spot- 
light on the high cost of books in 
Germany, but the parties and politi- 
cians defending the system of fixed 
prices focused instead on their 
importance as a “cultural good" in 
need of special protection. 

According to Guido Westerwelle, 


FDP general secretary, that protec- 
tion sustains more than 7.000 book- 
sellers and the publication of more 
than 71,000 new' titles a year, helping 
to secure Germany's reputation as a 
“land of poets and thinkers". 

Supporters say that price fixing 
allows bestsellers to subsidise the 
production of books with minority 
appeal and Germany's many small 
publishing houses to stay in busi- 


abolished so that it can sell German 
bestsellers at a discount 
The German publishers' and book- 
sellers’ association fears the way 
would then be open for reimporting 
books published in Germany from 
Austria at prices that would destroy 
many small businesses. It is a view 
supported by the Bonn government 
After talks with the book trade. Mr 
Pfeifer, the chancellery minister. 


The minister warned of a price war that 
would leave Germany’s book trade in the 
hands of large publishers and superstores 


ness. The book trade reckons that 
one third of new titles roughly break 
even and one third make losses. 

Price fixing has applied to the Ger- 
man-speaking area of Europe, 
including Austria and Switzerland, 
since the 19th century. The prices 
were set nationally until 1993. when 
a cross-border agreement was 
reached setting the same prices in 
the three countries. 

This has been challenged by 
Librodisk. an Austrian retailing 
group with around 220 branches, 
which alerted tbe Commission in 
Brussels to the apparent infringe- 
ment of free competition, Librodisk 
wants the cross-border price fixing 


warned that the Commission's Inves- 
tigation could lead to a price war 
that would leave Germany's book 
trade in the hands of large publish- 
ers and superstores and Europe “cul- 
turally poorer” because small, quali- 
ty-oriented publishers would be 
forced out of business. 

Ms Wieczorek-Zeul cited the case 
of France, which abolished price fix- 
ing in 1979 only to reintroduce it 2 1 / 2 
years later after finding that the 
quality end of the market was being 
squeezed out of business. 

A Commission proposal to replace 
price fixing with a fund to subsidise 
quality literature has met with 
scorn. "Before a single Ecu was 


spent such a fund would produce 
rows about the criteria for dispers- 
ing the cash, about who should 
decide, about the method of distribu- 
tion and new, cost-intensive bureau- 
cracies that would provide no ser- 
vice to culture," Mr Pfeifer said. 

With such backing, the. German 
book industry association is hopeful 
that it wifi win its case. It and its 
Austrian equivalent have already 
signalled that they will pursue the 
issue in the European Court if the 
Commission rules against the cross- 
border price fixing agreement 

Given tbe speed at which the court 
works, the present structure would 
be preserved for five, years at least 
But lurking in the background are 
fears that Mr Van Miert's investiga- 
tion could mark the be ginning of the 
end of stability In the German book 
trade; 

Although Eugen Emmerling of the 
Frankfurt-based book association 
dismisses the threat as minor and 
“exotic", it is already possible to 
obtain German language books /by. 
the Internet, at lower prices. More 
worrying for small booksellers, are 
rumours - nothing more - that the 
giants of Ge rman publishing such .as 
Bertelsmann and Holtzbrinck are 
positioning themselves to take 
advantage of a lifting of price fixing, . 
should Mr Van MIert: press and win 
his case. 


NEWS DIGEST- 


tic view of talks with an IMF mis- 
sion which is currently In Moscow. 
He was confident Russia would 
agree a progr amm e for 1998 with 
the IMF by the end of this week in 
time for a visit by Michel Cam- 
dessus. the fund’s managing direc- 
tor. early next week. 

Mr Zadornov also confirmed that 
the government was determined to 
avoid incurring any new domestic 
or foreign debt until the end of 
March, arguing that interest rates 
were currently too high. At the end 
of March the government would 
review toe situation and was likely 
to launch a foreign bond issue. 


Report on EU 
telecom charges 


The European Commission hopes to publish by Aprii the - 
results of a Europe-wide m^stlgationmto the blBhcost 
of mobile phones from fixed phones - and may put 

pressure on operators to cut charges. 

Brussels confirmed yesterday that Karel ^anMiert. 
competition commisslmier, had written to all European 
fixed-line and mobile operators asking for information 
both on prices paid by phone users, and on 

mterconnection charges between fixed and mobile 

networks. - ■ ' _ , 

. “This is not a declaration of war on tbe operators - at 
least not yet.” said a spokesman for Mr Van Miert. But 
toe Commission said it was concerned that 
interconnection rates between fixed -and mobile networks 
could be up to 14 times higher than rates between fixed 

networks, and it was seeking to ensure that 

interconnection charges wee cost-based. 

The costs of from fixed phones to mobile phones 

had been found to be up to six times higher than 

mobile-to-mobile or fixed -to-fixed calls. The Investigation 

covers only the costs of calls within each of the European 

Union’s 15 member states, and not international calls. 

Neil Buckley. Brussels 


GERMAN PAY DISPUTE 


Talks make little headway 


Dem onstrations by 25,000 public sector workers across 
Ger many farmed the backdrop far. the third round of talks 
yesterday between unions and employers over pay and 
conditions. 

But toe latest negotiations in Stuttgart in toe long 
running confrontation made little headway and were 
shelved until after state elections in Lower Saxony on 
March L 

Unions repr esenting 32m public sector workers are 
liimiandmg a deal equivalent to a 4.5 per cent Increase in 
pay and benefits. Employers have so far refused to make a 
formal nffer - insisting unions first withdraw some of 
their demands - but have warned higher wages could 
threaten jobs and investment 

Herbert Mai, head of the public service and transport 
union, said protest action could quickly escalate if 
employers maintained their “blockade". 

Ralph Atkins, Bonn 


ROMANIAN ECONOMY 


Purchasing power falls 


Many o rd in ary Romanians sank further into poverty last 
year as purchasing power dropped by 22.4 per cent after 
adjustments for -inflation and indexation, according to 
figures out this week. Romanian gross domestic product 
last year fell by 6Ja per cent, and inflation surged to 151 
per cent from 57 per cent in 1996. ' 

The news will provide extra ammnnttirm for trade 
unionists and the socialist opposition, who have been 
attacking toe government of Victor Ciofbea for 
continuing with a us t erit y measures in the face erf public 
suffering. ... 

The latest figures do not, however, take account of 
earnings on the black and grey markets, which may 
account far up to40 per cent of the total. But the decline 
is a serious one. especially given that Romanian living 
standards ware alread y awMmg the lowest In eastern 
Europe with the average wage below $100 a month. 

Domestic investment last year Ml by 19 per cent in real 
terms compared to 1996. The National Statistics Board 
blamed the fall on. weaker company results and tbe 
government’s fight monetary policy] A crackdown 1 on a ' 
loose loans policy by some state banks meant that credits 
were only 56 per cent of their 1996 leveL Anatol Lieven 


ITALIAN KIDNAPPING 


Victim released after 237 days 


One of Italy ’s most controversial kidnapping cases in 
recent years was yesterday brought to an end after it 
emerged that Giuseppe Soffiantini. a businessman from 
Bresda. hadbeen released by his captors. 

Mr Soffiantihi. 67, was released at a roadside outside 
Florence after 237 days in captivity. Elis family admitted 
paying a ransom ofL5bn ($2L85m) for his release, initial 
indications were that Mr Soffiantini was in reasonable 
medical condition, despite mutilation of both his ears. 

The businessman’s release triggered an unprecedented 
debate over Italy’s kidnapping law, which forbids the 
payment of ransoms. Although toe Soffiantini fondly was 
at first forbidden to pay toe cash, the sheer length of the 
businessman's detention forced the government and local 
magistrates to allow the ransom to he paid. 

Italy's auti- maffia chief. Piero Luigi Vigna, warned 
yesterday there had been a marked decline ^ 
kidnappings under tire present. law, from 21 people a year 
In the early 1990s down to 5. However, the reform of what 
is regarded an inhumane law is being sought by deputies 
across the political spectrum in par liament 

James Buts, Rome 


MAURICE SCHUMANN 


Former minister dies aged 86 


Maurice Schumann, a former french foreign minister and 
an i nfluenti al figure inthe resistance, died yesterday at 
the age of 86. President Jacques Chirac hailed him as a 
passionate servant of France and “one of toe century's 
great witnesses”. 

During the second world war, Mr Schumann broadcast 
from London as the “Voice, qf France" and served as 
General Charles -de Gaulle’s spokesman. Bis passionate 
de n unciati on s of collaborators more than once led to their 
hAIUn s s by Resistance fighters who received coded orders 
such as “the carrots are cooked" or “Franklin is arriving” 
over his radio programme. : 

Schumann was deputy foreign minister from 1S51 to 
1954 and headed parliament’s foreign affairs committee 
for most of the period from 1957 to 1968. He was appointed 
foreign m i n ister in 1969 under Georges Pompidou, former 
president a post he held until 1973, devoting much Hmp 
to European affairs and playing a leading role in what 
was later to become toe European Union. Reuters, Paris 


SLOVAK PRESIDENCY 


Special vote set for March 


The Slovak parliament will vote izra second round of 
elections far anew president at a special session on 
March 6, a senior p arli amentary said yesterday: 

No official candi d ates have yet been anmimn^ i by g^y 
of tfre parliamentary groupings. The government of 
Vladimir Me&ar, prime minister, didnot field a candidate 
in thb first round last Friday when parliament foiled to 
elect a new president Neither, of tbe two opposition 
candidates piqked up the three-fifths majority necessary 
"to produce a winner.” '•••' '".r ' ’ ■ 

Deadlock had been widely, predicted because no- - 
WriiaxnaiimyffXMtoi^ is- sirunfj enough to muster a 
three-fifths majority and animosity between government 
and opposition parties is so high that a compromise . . 
would be difficult, -^constitutional crisds now looms ■ 
because incumbent- Mlcfaal Koyac’a term expires on March 
2 and there -isho Ifrnit to the 'number of rounds until a 
candidate wins: v* •.••• , . , . . 


no new government -can be formed Until the president lias 
accepted .the resigMtfqtfof toe.oldon^ ” 

: iReuters, Bratislava 
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NEWS: EUROPE 



US officer takes on the Russian military 

Armed only with a bow tie and a business plan, a former paratrooper seeks to promote defence conversion 


over euro 


By Tim Burt in Stockholm 

One of Sweden’s largest 
banks yesterday warned that 
the krona could be destabil- 
ised if the country^' leading 
industrial companies' aban- 
doned the currency-in fiivtour 
of the euro for invoicing, 
commercial transactions 
handling share capitat- ;’- 1 

Skandinaviska Ehsklida 
Banken, the financial. Bag- 
ship of Sweden's Walfenberg 
business empnia^saidr rapid 
conversion to " ij&e ; "euro by 
listed companies 1 ' ' could 
undermine dematicE Tfor the 
krona - leading to an out- 
flow of . about . SErlSObn 
($16bn) a year.' .. 

“In addition/^oa^wniring. 
portfolio adjustments - 
mainly in the form of 
S£r420bn in currency hedg-' 
ing - will adversely affect 
the krona," said Klas 
Eklund, chief economist at 
SE-Banken. 

Moves by Swedish compa- 
nies to adopt the euro would 
widen the gap between the 
country's leading exporters 
- which broadly support the 
single currency - and the 
government, which has 
decided not to join European 
economic and monetary 
union in . the first wave. 

A number of the country’s 
largest manufacturers have 
already announced plans to 
produce euro-denominated' 
accounts, while 'the Stock- 
holm stock exchange has 
voiced ambitions to list 


shares in both the krona and 
eurd. ... ■ r- - 

“Companies will need to 
take comparatively small 
steps before they «in ' start 
. using the euro instead of the 
krona,” said Mr Eklund. “If 
Swedish economic policy 
does not inspire confidence, 
the movement to the : euro 
may become unstoppable. 
This may have political con- 
sequences and even force 
Sweden to join' Emu earlier 
than pLarin&L*. 

. Sweden’s left of centre 
government has adopted a 
wait and see approach to the 
single currency, while the 
■ opposition Moderate- party 
has called for a referendum 
next year. and Emu entry 
soon thereafter. Economists, 
however, remain divided 
’ over tiie likely impact oh the 
Swedish currency. 

Nils Lundgren, chief econ- 
omist al Nordbankem yester- 
day questioned the SE- 
Banken scenario., and 
suggested that currency vbt 
' Utility would be minimal at 
most.. “Even if companies do 
move capital and assets into 
euro, it does not autoroati- 
caily mean the krona would 
be forever weakened," he 
said;" • 

SE-Banken, which is 
understood to have can- 
vassed a number of Wallen- 
berg-controlled companies 
about their euro intentions, 
said the transition would be' 
gradual at first but could 
soon gather pace. , ., 


Border killings 



security review 


By Frederick StOd e n ia rin ■■■ 
fn Berlin 

Germany . Is to consider 
lmprovingpHhectibri'f^ its; 
border officials following the 
killing yesterday of' three 
customs officers m two sepa- 
rate shootings. 

The interior ministry in 
Bonn said the incidents - 
one on the border 1 with 
Poland, the other on the Ger-. 
man-Svrisg frontier - were a 
sad demonstration of the 
dangers faced by officials 
and that protection would be 
reviewed. 

Since the collapse or com- 
munism, Germany’s eastern, 
borders have ' seen 1 an 
increase' in violent . crime 
related to the smuggling of 
both people and goods. 

The shooting an the east- 
ern border yesterday, which 
occurred at Imdwigsdorf in 
Saxony, appears however to 
have been the work Of. a 
mentally disturbed -man, 
reportedly from Kazakhsta n , 
who was entering Germany 
on a bus. 

When customs officials 
boarded the bus the man 
snatched a gun from one of 
the officers and shot them. 
The man then Bed but was 
later apprehended. 

Customs officers said that 
while the incident was an 
extreme case, they ware regr 
ularly exposed to danger. __ 


: • The German^Polish border, 
which runs along the -Oder 
and Netsse rivers, is one of 
the most heavily fortified 
5W5 1 hois' 

tier police^' whose numbers 
have:' .been 1 significantly 
increased in recent years, 
carry, out constant patrols . 
using helicopters, boats and 
infra-red technology. 

; Since the early 1990s bor- 
.der posts along the eastern 
frontier have also been sig- 
nificantly upgraded- with 
: sophisticated technology and 
hardware to aid detection of 
smuggling and .prevent 
vehicles ramming their way 
through checkpoints - previ- 
ously a popular means of 
illegal entry. 

The battle against illegal 
immigrants has even been 
-extended to the hinterland. 
Taxi, drivers in Saxony, for 
instance, are now expected 
to check the identity of any. 
passenger they suspect of 
being an illegal 'immigrant. 
The drivers face Ones ' if they 
are found to have trans- 
ported. whether by intention 
or not, illegal Immigrants. 

The second shooting inci- 
dent occured at Germany's 
border.. :wJtir -Switzerland- 
near Lake Constance. An 
■ unideutifled man shot a Ger- 
man and a Swiss official as 
. he drove through the check- 
point. The man then shot 
himself and later died. 



. HELLENIC REPUBLIC 
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JOINT STEERING COMMITTEE (JSC) 
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B QB thf POSITHW Qt^TNTKBNATlQNAl .iTbANPALAPMSER 
forMttrvoyz Cofuattstoa Projects (MCP) b> Gf**C* 

The Creek Gowawian intends to tenders for concession cedwett 

in order w select concessionaires, who stall invest in the c omplet ion of the 
consinictjon Of the basic Creek road axes, undertaking the ernwroewm and 
operation of their sections, which have not yet been WK as motorway*; and 
die opetuioo Of section* already WU ** can to the mpsymem 
oflJic bnvestmenL effected. 

Within this framework; the GigA Govenmeiu through d*M to bfryo f 
Naoooal Ecotwiny Aafl him btf'meaas of a lender an eapen«eed Rmncial 
Adviser of imempnonsJ authority, who shaH support die Govwn mwmn the 
nrocess of design, evaluation. tendering and selection of tire most xppropnstt 
Concessionaires and Inv«tim. : who dal] be invited. «s cotnpaines of tbe; 
private sector, to submit their offers for die conclusion of nroiwway* 

concession ccunads. 

The Creek Covenunon requests die Eepresston of Interest by bktenHhoml 
PauncisJ Instinilioos Unt hsw tacjMiinnsI expeneoce and competencies m 
financial tamos, a wider retegmliod and significam activity in pro^duna 
for the mobirtsalion of ftmdi in transport wodu Md hi preparation and 
camplaum of procednres tar jheeopdusion of cooceuion contacts. 

Interested ptrtie* stall submitiheir Expression of Interest Bogota with a 
description of their actiVitje* wd relevant experience to the Mnriray of 
National &*omv. Tire ahdrtrfifled emdtfa* sWl be mWirf w suborn 
dctaflal offers- The final "eWcrioo criterion Stall be the CCOfl wrt ca n y moo 
advantageous offer, taking into conrider»oon she methodology, personnel, 
the retainer fee end the svaxas fee-offered byewntestants. 

Candidatca- may obtain die tender documents from the MinWiy of 
Economy, “fcim Steering Conmtittee for PuHic Wbte IJSCT , Mu. Kinaki. 
L«opoul«.. Syntagma 5-7 Sir, OR - 1M 80. Athens. Greece. . 
Tel: (ti I ) 335^234/5. F **-' »++• ' 33MS®. 

Thf Emissions ofbitcresr mast be submitted to die 
E^XsyiWsma Sq.. S7 Nikis Str-«R W »>• A*®* GREECE, by. 
Tbesdayifae l?di of Match. 19Wal tdjQOauhebBM. 


I n an earlier incarnation 
as a paratroop officer, 
John Nowell used to don 
battle fatigues and cold war 
attitudes to confront the mil- 
itary might of the Soviet 
Union. 

Next week. 'Mr Nowell will 
be displaying nothing more 
threatening than, a bow tie 
and' a business plan as he 
seeks to persuade investors 
to' back a $ 100 m venture cap- 
ital fUnd targeted at military 
conversion projects in the 
former Soviet Union. - 
Mr Nowell manages the 
Defense Enterprise Fund, a 
US . government-sponsored 
fund designed to promote 
defence conversion in the 
region. The fund, which 
aims to bring a private sec- 
tor approach to a public sec- 
tor problem, has already 
committed $51m to a variety 
of. projects, which will 
employ more than 5,000 
workers. ... 

“We have a mandate from 
the . US government to help 
with the conversion of mili- 
tary enterprises into the pri- 
vate sector," said Richard 
Nordin, manag in g director of 
the fund’s Moscow office. 
“But the only way to do this 
is to build good, strong, com- 
mercial companies employ- 
ing increasing numbers of 
people." 


Such is the scale of oppor- 
tunity in this field that Mr 
Nowell is eager to raise addi- 
tional capital through a pri- 
vate, separately managed 
fund. “We look at l.OQO 
pieces of paper a year, we 
uncover 300 bankable deals, 
and we fund 10." he said. 
"With the new fund we may 
be able to back another 12.” 

It used to be said that the 
Soviet Union did not have a 
military-industrial complex; 
it was a military-industrial 
complex. The Soviet defence 
sector soaked up the bulk of 
the country’s resources and 
the best of its brains. 

Although much of the sec- 
tor remains closed and hos- 
tile to outsiders, more and 
more managers appear to 
realise they must adapt to 
the market if they are to sur- 
vive. Potentially, they have 
huge technological skills and 
human capital to offer. 

Mr Nowell said he will 
seek fresh capital from the 
“usual suspects” among the 
big fund managers. But be 
will also target multi- 
national companies, particu- 
larly in the materials sci- 
ence, information technology 
and telecommunications sec- 
tors, which will have first 
look at all investment pro- 
jects. 

Mr Nowell, a Russian 



John Nowell seeks to persuade investors to back a SI 00m venture capital fund 


speaker, is well aware of tbe 
sensitivities of operating in 
the former Soviet Union and 
said the most important fac- 
tor in any project is finding 
the right people with tbe 
right mentality. As an exam- 
ple. he cited Yevgeny Kam- 
nev. a former top-ranking 
Soviet communications 
expert, who runs a commer- 
cial telecommunications lab- 
oratory in the heart of 
Moscow. The US fund is 
investing $5m in the labora- 
tory, which employs former 
strategic missile specialists 
to design computer systems 


for traffic handling, systems 
development and billing. 

Other projects include 
helping to turn a submarine 
plant into an earthmoxing 
vehicles manufacturer and a 
nuclear weapons testing 
facility into a printed circuit 
board maker. “We are pursu- 
ing conversion in a practical 
manner," said Mr Kamnev. 
“I have many other friends 
and contacts in defence 
plants who would like to fol- 
low our example. We have to 
get used to co-operating with 
other partners and working 
in a different way." 


Some Russian companies 
may be suspicious the fund 
is simply trying to exploit 
their technology but Mr 
Nowell said it would be 
senseless to create anything 
other than a mutually- 
beneficial, long-term rela- 
tionship. 

“Hie Russians beat Napo- 
leon and Hitler and we won't 
leave here with our under- 
wear if we try to rip them 
off." Mr Nowell said. “Our 
philosophy is treat people 
right, share the wealth, and 
give something back to tbe 
community. We like to think 


we have a Russian soul and 
a western brain.” 

In spite of Mr Nowell’s per- 
suasive patter and the fund's 
initial success, he accepts he 
is operating in a colder cli- 
mate than before. 

Critics in Washington say 
the government-sponsored 
fund is one of the most 
expensive job creation pro- 
grammes in history, costing 
$10,000 per employee. The 
fund responds that if it does 
its job properly it will return 
the profit to the US Trea- 
sury. rendering such arith- 
metic meaningless. 

But private foreign inves- 
tors are also fighting shy of 
Russia, following the finan- 
cial turmoil in Asia, and 
may be especially wary of 
such “adventure" capital 
funds, where due diligence is 
an obvious concern. 

Even the confident Mr 
Nowell who ha»i_< from Ten- 
nessee. confesses to the occa- 
sional doubt. “We have an 
old saying in the South that 
if you go into a barbecue res- 
taurant and there are no 
flies you have to ask your- 
self what do the flies know 
that you don't," he said. “I 
would be much happier if 
more people were moving in 
our direction." 

John Thornhill 



Peterborough is the fastest-growing city in 
the country's fastest-growing region; and it's still 
open for business, still attracting new companies 
in all business sectors. 

CNT, England's largest owner of development 
land, can give you access to this strategic location. 
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is one of the best-connected business centres 
in Europe. 

The historic Norman cathedral is now at 
the heart of virtually a new city; the result of a 
dynamic approach to planning and design, 
and over £1 billion of investment. This has led 
to numerous new employment areas and an 
established business infrastructure. 

A wide range of prime development sites 
and a selection of modern office and industrial 
premises are readily available. 

Talk to CNT, We’re ready to help you find 
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LOCATIONS MADE FOR BUSINESS SUCCESS. 

CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN IS KEY LOCATIONS THROUGHOUT ENGLAND.- 


ASK ABOUT: ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 

IN THE UK CALL 0800 721 721 FOR DETAILS. OUTSIDE THE UK CALL +44 190S 696 300. 

e-mail; markcung'e'ciu.org.uk Internet' hTtp;/Avvr.v.uit.oi‘g.uk 
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NEWS: WORLD TRADE 


China agrees petrochemicals venture 


By James Kynge in Beijing 

Beijing bos approved a plan 
by Royal Dutch .Shell, the 
Anglo- Dutch oil company, to 
build a S4.5bn petrochemi- 
cals complex in southern 
China. It is the largest for- 
eign investment to date in 
the country’s fast developing 
chemicals sector. 

Chinese officials said the 
government had recently 
become keener to approve 
such projects to combat 
growing concern over slow- 
ing commitments to new 
investments. "This will pro- 


vide a big boost to the for- 
eign investment climate." 
said one senior official. 

Tbe approval is also an 
important step towards real- 
ising a national plan to 
expand annual ethylene 
capacity to Sm-lOm tonnes 
fay 2010. compared with 
Industry estimates of 3m 
tonnes in actual 1997 output. 

Royal Dutch, Shell is 
expected to invest $2.25bn in 
the project, a 50-50 joint ven- 
ture with Chinese partner- 
ship in the southern prov- 
ince of Guangdong. 

The main Chinese partner 


Is to be China National Off- 
shore Oil (CNOOC). with a 
25 per cent stake. China Mer- 
chants Holdings, a conglom- 
erate based in Guangdong, 
will hold 20 per cent. Guang- 
dong Investment and Devel- 
opment. a state corporation, 
will have 5 per cent. 

In an indication of tbe 
im portance China attaches 
to tbe venture. Li Peng. Chi- 
na's premier, Is to travel to 
tbe Netherlands for the sign- 
ing ceremony next week. 

Scheduled for completion 
in 2003. the plant's annual 
production capacity is expec- 


ted to be 800,000 tonnes of 
ethylene. 450.000 tonnes of 
polyethylene, 320,000 tones 
of mono-ethylene glycol, 
240,000 tonnes of polypropyl- 
ene. 560.000 tonnes of sty- 
rene monomer and 250,000 
tonnes of propylene oxide. 

Jeremy Frearson, Shell’s 
China spokesman, played 
down concerns that Asia's 
petrochemical industry may 
be suffering from oversupply 
by 2003. based on planned 
capacity expansions. The 
company was confident of 
China's long-term demand 
for petrochemicals. 


It was possible, however, 
that other planned petro- 
chemical plants in Asia 
might have to reconsider or 
scale back their ambitions, 
industry' analysts said. 

Several large foreign-in- 
vested petrochemical ven- 
tures are planned. BP Chem- 
icals is to build a $2.5bn 
complex with Shanghai Pet- 
rochemical, a subsidiary of 
Sinopec. China’s state-run 
chemicals producer. 

China's State Council yes- 
terday also approved plans 
by BASF to build an inte- 
grated petrochemical site In 


Nanjing. Capital investment 
will be about DMSbn (£LSbo) 
and the plant is due to be 
fully operational by 2003, 
BASF said. 

• China has agreed to 
accept ATA carnets, an 
International Chamber of 
Commerce facility for tempo- 
rary duty-free admission of 
goods, writes David Owen m 
Paris. Chinese customs are 
to accept the carnets, which 
are operated by 52 trading 
nations from March 1 for 
temporary imports for dis- 
play and use at trade fairs 
and exhibitions. 


Banana grower 
in union pact 


By James Wilson 
in Panama City 

Fresh Del Monte Produce, 
the banana producer, has 
reached an agreement over 
trade union rights in its 
Costa Rican plantations to 
end a European consumer 
campaign against the com- 
pany. 

The accord was concluded 
after action by two groups. 
Banana Link and tbe World 
Development Movement 
(WDMt, against Del Monte. It 
highlights the pressure faced 
by companies to adopt more 
“ethical" production meth- 
ods in developing countries. 

Chiquita and Dole, the 
world's largest banana com- 
panies. are now said to have 
come under more pressure 
over labour rights on their 
plantations. 

Part of Del Monte's agree- 
ment with the SITRAP trade 
union calls on the union to 
stop its actions against Del 
Monte in Europe, including 
dumping fruit outside the 
company's UK headquarters. 

The two European cam- 
paign groups have targeted 
working conditions in Costa 
Rica, the world's second 
largest banana exporter, 
which they say has a poor 
record of labour rights abuse 
in spite of constitutional 
guarantees of union free- 
dom. Unions say members 
have been harassed and 
blacklisted. 

Costa Rica rejects the 


claim, saving workers have 
instead preferred to join soli- 
darista associations, which 
use employees' contributions 
to provide cheap loans and 
promote savings, rather than 
more politicised unions. The 
three regional unions repre- 
sent only 10 per cent of 
Costa Rica's 50,000 banana 
workers. 

Del Monte, which employs 
5 .200 in Costa Rica through 
its Bandeco subsidiary, has 
agreed with SITRAP to 
respect workers' rights to 
belong to the union and to 
allow free organisation. 

Donald Murray. Bandeco's 
general manager, said tbe 
accord showed the compa- 
ny's commitment to union 
rights. “It is important to 
view the agreement as a 
decision by SITRAP and our- 
selves to bury the past and 
seek a new relationship." 

Harriet Lamb, of the 
WDM. welcomed Del Monte's 
move and said: "We now 
want to see the rest of the 
banana bunch recognise free 
trade unions on all of their 
plantations throughout the 
world." WDM said it would 
focus on Chiquita and Dole. 

Jorge Sauma, director gen- 
eral of C-orbana, an organisa- 
tion representing the Costa 
Rican banana industry, said 
the campaign against Costa 
Rica was “unfair". Other 
countries with worse labour 
rights records were not tar- 
geted because they were not 
as open as Costa Rica. 


Tables turned on AT&T 


I t is curious to hear 
AT&T, the most power- 
ful ITS telephone com- 
pany, cry foul in its dealings 
with Mexico's newly deregu- 
lated telecommunications 
industry. The US telecoms 
company had a monopoly of 
its own before competitors 
such as MCI started chipping 
away at its market share fol- 
lowing liberalisation of the 
US long-distance market in 
1984. 

Now AT&T and MCI are 
on the same side and their 
sights are turned on Telmex, 
Mexico's leading carrier, 
with which they compete via 
separate joint ventures in 
Mexico. Industry analysts 
say that both US companies 
- shocked by steep losses 
during their first year in 
Mexico - are now accusing 
Telmex of monopolistic prac- 
tices. AT&T and MCI are 
also questioning the fairness 
of Mexico's opening of the 
telecommunications market, 
which began with 
long-distance competition in 
1996. 

“Tbe irony is that AT&T is 
trying to do to Telmex what 
MCI did to AT&T." said Mat- 
thew Hickman. Latin Ameri- 
can telecoms analyst at Leh- 
man Brothers. 

Tbe dispute has escalated 
recently, with both US carri- 
ers pressing Telmex to slash 
tbe settlement rates it 
charges them to complete 
calls in Mexico. Avantel, 
MCI's Mexican partner, 
joined the fray, saying the 58 
per cent surcharge charged 
by Telmex on in-bound inter- 
national traffic is draining it 


Henry Tricks reports on the 
ironies of the US telecom 
group’s contest with Telmex 


of cash, forcing it to suspend 
investments in Mexico. 

Francisco Gil Diaz, chief 
executive of Avantel, said 
the company complied with 
investment plans previously 
agreed with Mexican com- 
munications regulators, but 
that high interconnection 
expenses meant Avantel 
wouldn't be able to carry out 
its network expansion plan 
for this year. 

Gil Diaz said Telmex's 
total interconnection rates 
amount to seven US cents a 
minute, seven times higher 
than the real cost to Telmex. 
He also said the company 
was lowering its 
long-distance rates at the 
same time. 

That has halted $900m of 
planned MCI-Avante) devel- 
opment in Mexico, which 
analysts described as “indus- 
trial blackmail". Foreign 
investment is crucial to the 
success of President Ernesto 
Zedillo's economic pro- 
gramme. 

MarcateL another Mexican 
long-distance operator with 
US partners Westel and IXC 
Communications, has also 
announced it has frozen 
S75m of new investments, 
compla inin g of Telmex’s 
high charges. 

In a bid to reduce interna- 
tional settlement rates. MCI 
and AT&T have challenged a 
provisional decision by tbe 


US Federal Communications 
Commission (FCC) last year 
allowing Telmex to operate 
as a long-distance carrier in 
the US. in association with 
Sprint, its US partner. Tel- 
mex is awaiting final 
approval from the FCC. 

The cross-border battle 
coincides with implementa- 
tion this month of a World 
Trade Organisation pact 
signed by 72 countries - 
including the US and Mexico 
- which opens up telecom 
services to foreign competi- 
tion. 

In a letter to FCC chair- 
man William Kennard late 
last month. MCI chief Gerald 
Taylor said: “It would be a 
grim irony if the first fruits 
bom of the WTO agreement 
on basic telecommunications 
services were failed or 
severely curtailed US invest- 
ments in Mexico." 

M exican regulators 
are standing by 
Telmex, saying the 
controversial interconnec- 
tion fees that Telmex 
charges competitors to use 
its local network were 
spelled out in 1996 and 
should come as no surprise. 
They are insisting that the 
FCC ratify its decision to let 
Telmex into the US and 
accept a timetable of settle- 
ment rate reductions pro- 
posed by Telmex that would 


bring it in line with the US 
benchmark of 19 cents a 
minute by 2000. 

Telmex is one of the first 
companies to accept that 
benchmark, and .Mexico's 
regulatory agency, the Fed- 
eral Telecommunications 
Commission, has. threatened 
unspecified legal action If 
the FCC turns down Tel- 
mex's bid for a licence. 

Once the Mexican govern- 
ment achieves FCC acquies- 
cence, it says it will address 
the. issue of the 58 per cent 
surcharge - a subsidy sup- 
posedly meant to help Tel- 
mex expand its local net- 
work. 

Avantel, citing a report by 
UK tri«vi mmnnfniMnns con- 
sultants OVUM Intercon- 
nect. noted that the sur- 
charge gives Telmex “the 
highest interconnection 
rates in the world". Accord- 
ing to OVUM, -they are 7.11 
cents a minute at purchas- 
ing power parity, compared 
with 1.13 cents at BT of the ~ 
UK and 1.65 cents at Bell 
Atlantic of the US.. 

On the other hand, even 
some of Telmex’s competi- 
tors have applauded the 
speed with which Mexico 
has opened its telecommuni- 
cations market Only seven 
countries - New Zealand. 
Chile, Mexico, the US. UK, 
Finland and Sweden - have 
broken their telephone 
monopolies since the. mid- 
1980s. But of all the regula- 
tory frameworks .adopted, 
industry analysts say none 
has proved entirely satisfac- 
tory. 

Telmex results. Page 16 
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Global Link’s 
$ 500 m boost 

USA Global Link, the world's largest provider of discount 
international telephone calls, has signed a letter of intent 
with 3Com. a California-based data communications man- 
ufacturer, which should lead to the largest internet tele- 
phony system to date. ^ , 

The letter of intent calls for 3Com to supply Global Link 
with 500 switches for tire network. Global Link’s initial 
inves tmen t is thought to be about SSOQm in a network 
which win eventually cost iL2bn. Internet telephony 
enables subscribers to mak e international calls for the 
cost of a local call and is threatening to undermine inter- 
national operators’ tariff structures. Global Link is a pio- 
neer to the use erf technology to cut telecom bills and first 
attracted attention as a “caH-back"' operator through 
which rsttis from high tariff countries are billed where tar 
ifls are lower. The company recently raised J81m from Its 
original investors and intends to raise the balance of 
ftnanro for the network through debt and through an ini- 
tial public offering hkely to take place at the end of this 
year.. - ... Allan Cane. London 

EGYPTIAN POWER 


First private plant planned 

Egypt’s first private sector power station is to be built by 
Intergen, a subsidiary of US company Bechtel. Intergen 
bid 5300m for what will be tbe Egypt's first build-own -op- 
era te-transfer power project, to be built at Sidi Krier near 
Alexandria. The gas or oil-fired 650 MW steam turbine 
plant will produce 4£00mKW of electricity a year. 

The Sidi Krier power station is a big leap forward in the 
Egyptian government’s programme of economic reform, 
intended to extend private sector activity. The project is 
expected to be followed by plans to partially privatise the 
national power transmission and. distribution systems. 
Eight state-owned companies are earmarked for extensive 
reorganisation before up to 20 per cent of their shares are 
offered for rale Mark Huband, Cairo 


OECD Export Credit Rates 


The Organisation for E co nomi c Co-oper a tion and Develop- 
ment announced new' minimum In terest rates (%) for offi- 
cially s u ppo r ted export u edtt s for February IS to March 14 
{January 15 to February T4 in brackets). 
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In search of a better correspondent 
in Turkish banking? We strongly 
recommend a truly global parmer 
with none of die local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
marker bank by Thomson Bankwarch. The 
Turkish bank whose high regard among 
international financial community generated 
SI billion in funding facilities in 1996 and 
$930 million in 1997. The Bank that has 
completed several asset backed securitization 


programmes with maturities 5-7 
years. The Bank that was selected 
as tbe “Best Bank of Turkey” by 
Eurornoney for 3 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
expons and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled S22.9 billion in the first nine 
months of 1997. A correspondent bank 
with global standards and local power. 
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Recrciimcnt Services 


C “European High Achievers” 
a career crossroads seminar 
27 — 29 March 1998 


Youtfiave gained outstanding academic achievements followed 
by two or more years work experience, but do you realise your 
true market value as a young professional? Do you know . 
which career choices best fit your skills and what new 
opportunities are open to you beyond well-trodden paths? 

A.T Kearney's “European High Achievers” seminar will provide 
you with answers to these questions. You will gain insight into 
challenges which face the top management of key industries 
and discover solutions to these problems. As one of 80 young 
professionals, you will interact: for three days with the 
management consultants of A.T. Kearney, one of the world's 
leading consulting firms.- . 

The seminar will take placein an exclusive hotel in Cannes and; • 


OfSdtn kivtfri piracr.. 
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No FT. no fjjrrw f *. 


We invite you to apply for this outstanding event. 

For more details on the seminar and foe. application procedure, 
please see our internet homepage: 

http://www.atkearaey.coin 

Alternately send a fax or e-mail jp opr recruitment partner for a 
free brochure; -- . -•:■ * */;■*/ '• .■■■■ • ' A • . 

ACCESS -Recruhment 
D-50829 Cologne V Germany-^ 

E-mail: access® t-ooUn&de -Phone: +49 (0)221 -9564 90-0 
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Liberal Jews in court 



By Judy Dempsey in v_ " 
Jerusalem and Richard 
Tomkins in New York . 

Divisions between'. Israel's 
Orthodox and liberal. 1 Jews 
sharpened "yesterday when 
the liberal Reform and Con-, 
servative movements said 
they would appeal to the 
high court ' agai ttst the 
Orthodox Chief Rabbinate's 
monopoly of conversions . to 
Judaism. 

The liberals want the 
court to rule that non-Ortho- 
dox conversions can fe reg- 
istered as Jewish 

The Chief Rabbinate has 
rejected a - compromise pro-; 
posal aimed af epdlng the 
bitter dispute over; the status 
of religion in Israel ’ 

The dispute centres on 
who has the right to perform 
conversions to Judaism, cur- 
rently monopolised by the 
Chief Rabbinate. 

In Israel those converted 
by a non-Orthodox Rabbi are 
not considered Jewish and 
are not eligible for citizen- 
ship. This men tib they can- 
not marry, divorce or be bur- 
ied in a Jewish cemetery 
since the Chief Rabbinate 
has the monopoly over these 
ceremonies. 


. The dispute- has already . 
strained . relations between 
Israeli Jews and Jews in. the 
diaspora, especially in the 
IIS where most Jews identify 
with liberal Judaism. 

The American Jewish Con- 
gress, a New York-based 
organisation with about. 
50,000 members . in the US. 
said the failure- to agree a' 
. compromise could have "cat- 
astrophic consequences'* for . 
the Jewish . community In 
the; US and Israel. 

“The whole purpose of this 
exercise was to preserve the 
unity of the Jewish commu- 
nity, and that has. been deliv- 
ered a abattering blow. That 
is a matter of great concern 
for all of us here," said Phil . 
Maum. executive director of 
the Congress. 

The compromise proposal 
would have given the 
Reform and Conservative 
Rabbis a say in preparing 
candidates for conversion 
through the establishment of 
a special institute. tn return 
for partial recognition, of 
these liberal strands of Juda- 
ism,. the actual conversion 
would have been carried out 
by the Chief Rabbinate, leav- 
ing their monopoly intact 

The Chief Rabbinate said 


if it accepted any other con- 
versions. it would lead "to 
disastrous results of assimi- 
lation’’. The Rabbinate's out- 
right rejection of a compro- 
mise drawn up by Yaakov 
Neetnan, the finance minis- 
ter. surprised- the Reform 
and Conservative Rabbis. 
They said the Orthodox 
movement had "declared 
war" on their movements. 
"We have no choice but to 
return to the courts and 
demand that non-Orthodox 
conversions be registered as 
Jewish." said Rabbi Uri 
Regev, head of the Reform 
movement 

The Chief Rabbinate, how- 
ever, went much further 
than simply rejecting any 
participation by Reform and 
Conservative Rabbis in pre- 
paring candidates for con- 
versions. 

In a statement, it said it 
would demand "the exclusiv- 
ity of conversion in accor- 
dance with the Halacha (the 
Jewish religious law) be 
enacted into law and receive 
legal force.” 

Orthodox parliamentary 
deputies last year began pro- 
ceedings to legalise the sta- 
tus quo, sparking anger 
among diaspora Jews who 


provide substantial political 
and financial support to 
Israel. 

Any attempt to make the 
status quo legal would alien- 
ate Israel's Reform and Con- 
servative movements as well 
as tear Israel and diaspora 
apart It could also destabil- 
ise Benjamin Netanyahu’s 
coalition government since 
it is dependent on the reli- 
gious parties for its survival 

Mr Maum said the decision 
affected the diaspora 
"because there is a sense of 
irritation, and even hostility, 
at the rules that apply in 
Israel"-. "There is a sense of 
antipathy and antagonism 
between the various sectors 
of Judaism, and 1 think that 
is unwholesome for every- 
one.” he said. 

Although the decision did 
not directly affect Jews in 
the diaspora, Mr Baum said, 
Jews in the US felt that, by 
implication and inference, ft 
applied to them. 

"Even though it doesn't 
change their lives in any 
way, it seems to have cast 
some aspersions about their 
legitimacy as Jews. It’s more 
emotional than rational, but 
□one the less it's a fact that 
has to be contended with." 



Ultra-Orthodox Jews at a gathering in Jerusalem. Liberal 
Jews are challenging the Orthodox control of conversions 


Nigerian-led force marches into Freetown 


By Mlcheia Wrong 


A Nigerian-led intervention 
force was yesterday reported 
to have fought its way into 
Freetown, Sierra Leone's 
capital, in the most serious 
of its attempts to topple the 
military junta that seized 
power in the West African, 
state last May. 

Eyewitnesses said thou- 
sands of civilians laden with 
household possessions were 
streaming into the dty cen- 
tre to escape the advance by 
Ecomog, the West African 
force which groups 16 states Nigerian chief of staff has- Roads to the interior were 
but is. heavily dominated by described as, a "total- offen- littered with corpses, houses 
Nigeria. . . sive" .on military leader - on the outskirts were still 

Ecomog has hhen shelling Johnny Paul: Koroma; dash- burning after heavy over- 
tbe eastern suburbs relent- ing any hopes that a cease-, night bombardment and the 
lessly since last Thursday fire agreed by both ddes last wounded were being carried 
when ft launched what the year could -be revived. in . pushcarts or ferried by 



taxi to Freetown's Con- 
naught hospital 

The United Nations High 
Commissioner for Refugees 
said 7,000 refugees were 
believed to be heading for 
neighbouring Guinea by sea 
and it was bracing for a 
fresh wave of arrivals to join 
the 250,000 Sierra Leone refu- 
gees already camped there. 

Last October's negotiated 
agreement provided for Mr 
Koroma to stand down by 
April 22 and hand power to 
Ahmad Tejan Kabbah, the 
democratically elected presi- 
dent lie ousted. But neither 
side ever showed serious 
signs of trying to implement 
the deal 

As the fighting escalated 
between the Intervention 
force and Sierra Leone 


troops yesterday, there were 
growing signs that neigh- 
bouring states were being 
sucked into the conflict. 

Corroborating claims by 
the Nigerian military, local 
reporters said tbey had seen 
thousands of fighters loyal 
to Liberian President 
Charles Taylor crossing the 
border to fight on Mr Koro- 
ma’s side. 

In the south-east of the 
country, members of the 
militia known as the Kama- 
jor. who want the civilian 
administration reinstated, 
were reported to be fighting 
on Ecomogr’s side. They had 
surrounded Bo and attacked 
the diamond-producing town 
of Kenema. 

Despite being humiliated 
during its first battlefield 


encounter with the junta 
last year, the Nigerian mili- 
tary regime of Sani Abacba 
has managed to make con- 
siderable diplomatic capital 
by playing the role of 
regional policeman. 

It brokered the peace deal 
on the eve of last Novem- 
ber's Commonwealth confer- 
ence. helping to mute criti- 
cism of Abuja's own poor 
human rights record and the 
failure to return Nigeria to 
civilian rule. 

Regional analysts said sup- 
port from Commonwealth 
countries such as Britain, 
plus the US. could well be 
undermined if the latest 
drive to crush Mr Koroma 
proved costly in civilian 
lives and failed to bring an 
early end to the conflict. 


NEWS DIGEST 

Jackson in 
plea to Congo 

Jesse Jackson, US special envoy, said yesterday that 
Congo (formerly Zaire) should lift a ban on political activ- 
ity and set up independent courts if it wanted to normal- 
ise relations with the world. President Bill Clinton's spe- 
cial envoy for democracy and human rights in Africa was 
speaking at the residence of the US ambassador in Kins- 
hasa after meeting popular opposition figure Etienne 
Tshisekedt "There’s a real concern about the unbanning 
of political parties, a real concern about the United 
Nations having access to all of the country and that 
voices of dissent are not seen as voices that are disloyal," 
be said. 

The US is said to be increasingly concerned at the abil- 
ity of President Laurent Kabila's administration to main- 
tain control of the vast, dilapidated country. Religious 
and political leaders as well as trade union and human 
rights activists have been jailed recently. Two senior 
political allies of Mr Tshisekedi were sentenced last 
month to two years in prison by a military tribunal on 
charges relating to the ban on political activity. During 
the war against the Mobutu regime, the US was seen as 
one of Mr Kabila's main backers. Reuters, Kinshasa 

■ ALGERIA’S 'DISAPPEARED’ 

US group accuses regime 

Human Rights Watch, a US-based human rights organisa- 
tion, said yesterday that more than 1,000 Algerians had 
"disappeared" since 1992 after arrest by government 
forces. It urged the government to release all those arbi- 
trarily detained and called on the European Union to 
demand information about people who had disappeared. 
"Today hundreds and perhaps thousands of famili es are 
searching for loved ones who went missing as long as as 
1993 and 1994,” it said. The National Observatory for 
Human Rights, which reports to Algeria's presidency, 
says abductions attributed to the government are excep- 
tional and many cases of "disappeared" people are terror- 
ists who went underground or were others abducted by 
terrorists disguised as security forces. But Human Rights 
Watch said yesterday that while abductions by armed 
opposition groups fighting the government since 1992 are 
a “grave human rights problem in Algeria", there was 
also "overwhelming evidence that the security forces are 
responsible for many hundreds of unresolved cases of dis- 
appearances". Raula Khalaf, London 

■ NIGERIAN BUREAUCRACY 

250,000 face dismissal 

Nigeria's military government is to cut 30 per cent of its 
civil service with the loss of up to a quarter of a million 
jobs, officials said yesterday. “We don't know the exact 
size of the civil service. It is more than 700.000 and could 
be more than 300,000 people. . . J can confirm that 30 per 
cent of them are to be retrenched," a senior official said. 

A statement from the presidency at the weekend said the 
civil service was to be reduced in line with recommenda- 
tions from a panel set up to reform the state sector, but it 
did not give figures. In line with the recommendations of 
the Allison Ayida panel, pay for remaining members of 
the civil service will then he Increased in an effort to 
increase productivity from the notoriously inefficient 
bureaucracy, the official said. Reuters. Lagos 


solution to Iraq crisis 




centre stage in 
bid to head off air strike 


By Laura Sllber at the UN - 
in New York ... 

Kofi Annan, • UN. 
Secretary -General yesterday 
took centre stage in an effort 
to avert the use of military 
force against Iraq. 

Facing his biggest world 
crisis since he took office in 
January 1997, Mr Annan 
rolled up his sleeves. to work 
on finding a diplomatic end 
to the stand-off with Iraq 
over UN weapons inspec- 
tions. “The secretary-general 
has cleared his calendar for 
today in order to focus on 
Iraq ” said Fred Eckhard, UN. 
spokesman. 

As p art of his attempt to 
“weave together" various 
diplomatic initiatives. Mr 
Annan yesterday met Rich- 
ard Butler, chief UN weap- 
ons insp ector charged by the 
UN with dismantling Iraq's 
arsenal of deadly weapons, 
and Alain Dejammet, French 
ambassador to the UN. Since, 
the crisis erupted he has also 
talked with Iraqi officials at 
the UN in New York and 
Baghdad. 

The secretary -gen era], Mr 
Eckhard said, “continues to 


talk to the parties 
that ...have discussed with 
the^government.of Iraq pos- 
sible solutions. Those parties 
have also been talking with 
each other." 

Mr Annan is facing an 
international crisis. with a 
deeply divided Security 
Council and is doing his best 
to satisfy both hawks and 
doves. ' 

The US and Britain, on 
one hand; favour military 
action unless President Sad- 
dam Hussein of Iraq com- 
plies with UN demands to 
allow immediate, unres- 
tricted access to suspected 
weapons sites. The three 
other permanent members - 
Russia, rihina and France - 
strongly oppose the use of 
force. 

“To move forward every- 
one has to show some' flexi- 
bility.’' Mr Annan told the 
BBC. 

' “If we maintain fundamen- 
talis t or purist positions all 
"around,- we will not /find a 
solution. 1 appeal for that 
kind of courage, that kind of 
wisdom that will allow us to 
get out of this." 

Seasoned UN observers 


yesterday doubted Mr 
Annan ’s efforts would yield 
truit because' of deep divi- 
sions in the Security Coun- 
cil. "The Council members 
can’t even agree bn lunch, 
much less Iraq,” said one. 

Yesterday he came under 
criticism from Iraq for "car- 
rying out America's orders" 
after he postponed a long- 
planned 10-day trip to the 
Middle East, saying be must 
remain at UN headquarters 
in New York and devote his 
attention to the Iraqi crisis. 

Mr Annan has come under 
considerable pressure from 
Iraq's allies on the Security 
Council, including Russia, to 
visit Baghdad. 

Iraq provoked the latest 
crisis, when it barred UN 
disarmament (Unscom) 
teams from access to sus- 
pected weapons sites. 

Mr Annan offered his good 
offices to defuse the conflict 
last week . On Friday several 
Council members asked him 
to consider intervening. 
Costa Rica even sent a for- 
mal written request. 

Boris Yeltsin, Russian 
president, on Monday 
stepped up pressure on Mr 


Annan by announcing that 
the secretary-general 
planned to go to Baghdad to 
seal a Russian-mediated 
compromise deal with Iraq. 

The Russian leader's state- 
ment prompted immediate 
denial from Mr Annan. 
When asked if he would 
travel to Baghdad, he 
responded: “Not yet". 

UN officials said he was 
wary of repeating the 
ill-foted mediation efforts of 
Javier Perez de Cuellar, the 
former UN secretary-general 
who visited Iraq on the eve 
of the 1991 Gulf War. "He is 
ready to go to Baghdad. But 
he will only go if he has rea- 
sonable hope of a diplomatic 
solution," said one official. 

He also wants to avoid 
repeating the humiliation of 
last November. When the 
last big crisis with Iraq 
erupted. Mr Annan sent a 
delegation to Baghdad which 
returned empty-handed. 

Mr Annan yesterday said: 
“It ought to be possible to 
find an arrangement that 
would allow Unscom and the 
United Nations to carry out 
its work without the total 
humiliation of the regime." 


US hits back at Turkey claims 
oyer lack of Iraq consultation 


By John Barham in Ankara 

A senior US ' official 
yesterday bit back at Turk- 
ish criticism that Washing- 
ton was ignoring Turkey, a 
Nato member and valued US 
ally, during Its high-level 
consultations with regional 
leaders. . • 

The official said: “We have 
been at pains to establish a 
process of consultation [with 
Turkey] to avoid anyone say- 
ing that they have been kept 
in the dark." 

This week, Mesut >110182, 
prime minister, complained 
that Washington had not 
paid sufficient attention to 
Turkey. He said; “We had 
expected a more sincere and 
productive dialogue with the 
United States over the policy 
against Iraq, That has not 


been done to a sufficient 
degree so far." 

Turkish officials have said 
they are disappointed that- 
Washington has sent rela- 
tively junior US officials to 
brief the government on the 
crisis in Iraq, while it has 
sent several cabinet-level 
officials to Arab and Euro- 
pean states. 

WilHam Cohen, US defence 
secretary, postponed a visit 

to Ankara planned for this 
wGtilC- 

Turkey's fragile coalition 
government has so far 
reacted ambivalently to US 
rail* for support. Mr Y Umax , 
who heads the conservative 
Motherland party, has sup- 
ported Washington’s policy 
towards Iraq, while Btllent 
Ecevit, deputy prime minis- 
ter and leader of the . Demo- 


cratic Left party (DSP), has 
criticised the US. 

The government has said 
it- would not allow the US to 
use the large joint Turk- 
ish-US base at Incirlik in 
southern Turkey to attack 
targets in Iraq. 

The US official said: "We 
are not asking for anything 
now. But it is important that 
everyone speaks with the 
■tamp voice and the word to 
Saddam is 'compliance'.” 
'Washington was aware that 
Turkey "took some serious 
hits during the [1991 Gulf] 
war by being on the winning 
side." US and allied aircraft 
used Incirlik to bomb Iraq 
during the war. The base is 
now used by British. Turk- 
ish and US jets to enforce a 
no-fly zone over Kurdish 
northern Iraq. 


US officials are heartened 
by Mr Yiimaz’s repeated 
statements calling on Presi- 
dent Saddam Hussein to 
comply with UN sanctions. 
After criticising Washing- 
ton’s apparent indifference 
to Turkey, Mr Yilmaz said: 
“We request that Iraq totally 
comply with UN decisions." 

He said: “It would be help- 
ful if the United Nations 
announces that it will lessen 
and gradually lift the eco- 
nomic embargo to save 
Iraq’s honour. This would 
give Saddam room to man- 
oeuvre”. 

Turkish officials say the 
country has lost some $35 bn 
in trade with Iraq since the 
UN. imposed economic sanc- 
tions in 1990, although 
observers say the true figure 
is probably lower. 


HELLENIC REPUBLIC 

MINISTRY OF NATIONAL ECONOMY 
JOINT STEERING COMMITTEE (JSC) 

FOR PUBLIC WORKS 

“Invitation for Expressions of Interest” 

FOR THE POSITION OF INTERNATIONAL FINANCIAL ADVISER 
for Motorways Concession Projects (MCP) in Greece 
Notice of award procedure 
(in accordance with Annex LUC of Directive 92/50/EEC) 

I . Same, address, telegraphic address, telephone, telex and fax number of the contracting authority. 

Hellenic Republic, Ministry of National Economy , Syntagma Su. S-7 Nikis Sir.. CR- 10180 Athens, Greece- Tel: 01 -333.2Z34/5. Fax: 01-333.2583 
1 Category of service and description. CPC reference number. 

The “sendees" io be provided by the Financial Advisor an- classifi.*) mainly under Category 1 1 and secondarily under Category 27 of Annexes. LA and IB of 
Directive 92/.Ht'HEC. 

3. Place of delivery. 

Hellenic Republic. Ministry oi National Economy. Synui^nu Sq» 5-7 Nikis Su.. GR- 10180 Alberts, Greece. 

4a. Indication of whether ihr execution t* the u nice n resen ed by lots . regulation or administrative provision to a panicuiar profession. 

4b. Reference if ike bn', regulation or aJnaaiil'tllhe provision 

4c. Indication of whether legal persons should in&calr the names and professional qualifications of the staff to be responsible for the execution of the 
service. 

The names ami professional qualifications of project loam member, rc-^xnrible for delivery of services should be declared. 

5. Indication of whether the service provider can tender for part of the services concerned. 

Candidates are not allowed lo lender for pan of the sen ucs concerned, 
h. En visaged number or range of service providers which win be int-irni to tender. 

Nrt more than six ioi candidate-- vs ill be short-listed and will be invited io lender. 

7. Where applicable, non-acceptance of variants. 

Variants are n« accepted. 

S. Duration of contract, or tone Unit for completion of the service. 

The duration of the contract of the Financial Adviser w ill be until the signing of the concession contacts and the signing of the loan agreements. 

9, Where applicable, the legal form to be os turned b\ the crimping if sen ice providers winning the Comma 

10a. Where applicable, justification for the use of the accelerated procedure 

1 Clb. Final dose for the receipt of request to participate. 

Tuesday I7ih of Maab 1W3. dead line of 14.00. 

10c. Address to which they mutt be sera. 

Candidates may obtain the "Call for Tender." bs the “Joint Steering Committee" for Public Works, (JSCj ■ Hellenic Republic - Ministry of National 
Economy ■ Syntagma Sq - Niki* 5 ". CR-H'ISO Alhea-. - Greece. Tel: 01-3332234/35. Fax: 01-3332583 from Ms. Kiriaki Lazopoukoo. Head of the 
Secretariat of the i JSC I. 

Each candidate will submit his expression of inuav.si to the General Register or the Ministry of National Economy. Syntagma 5q. - NTkia 5-7. GR- 10180 
Aihent-Gicear - For the Mention of Theodore YiSMUccpoulos. President of the iJSCl 10 strive by the tted-Jine of 14.00 cm Tuesday 1 7th of Mart* 15*8. 
Iixl. Languages) in which they must be drawn up. 

All document), tcxpicsstaix of interest, proposal--, contract etc. ■ will be in the Greet; and English language. 

II. Finaldaie for tkr dispatch of invitation to tender. 

Immediately after the approval by the Minister of the results ol the short- listing procedure. 

12. When appficablc, any JrposiB and guarantees required. 

A bank guarantee will he asked wnh the sutomitsion of the proposal. 

1 3. Information concerning the sen-ice provider's iwn position, and the information and formaShn necessary for an appraisal of the minimum economic 
and technical standards required of him. 

As described m the Invitation for Evpre- sions ol Imne-i. 

1-4. Criteria for the award of the contract and. if possible, their order of importance if these are n at rioted in the invitation to tender. 

As de**.Tihcd in the lmitatim for Expression*: e! Interest. 

1 5. Other information 

Each candidate will submit hh expression of merest in 10 copies i? m the Greek language and 5 in the English language V. 

Tlw “expression of interest" will he submitted inside a sealed cat elope, on the front or which the fotfowbig will be written. 
at ‘Expression of interest tor the position of Financial Adviser" 

bl 'Tender" .. \Cirnipany Vjjiwi 

cl “.4dJmsee" 'John Steering Comnuilee" for Public litoix. tJSCi ■ Hellenic Republic - Ministry of Notional Economy - Syntagma Sq.-Nlhs 5 - 7 , GR- 
I0ISA Athens - (Irate" 
dl "Not to be opened by the Post Office" 

“The Ministry"* is the Miirony of National Economy of Ihc Hellenic Republic and “the Mio'sier" is the Minister or National Economy. 

Supervising authority of the Financial Adviser’s contract is the Joint Steering Couauitee for Public Works, USCy of the Ministry of National Economy. 

16. Dote of dispatch of the notice 
«h of February 

U. Date of receipt of the notice by the Office fur Official Publications of the European CamauMities. 

.J.JIW. 
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Indian cellular groups defend regulator 


By Krishna Guha In Bombay 

Cellular telephone companies 
yesterday claimed India's depart- 
ment of telecommunications was 
trying to clip the wings of the 
country's independent telecoms 
regulator. 

T.V. Rama chan dr an. vice-chair- 
man of the Cellular Operators 
Association of India, said: “We 
have heard that the department is 

attempting to curb the powers of 
the regulator in areas of licensing." 

He said the department's appar- 
ent move to amend the act under 


which the regulator was set up last 
year was "the biggest issue of con- 
cern to the industry". In recent 
months the department has chal- 
lenged in the courts several rulings 
by the Telecoms Regulatory 
Authority of India - the country's 
only independent regulatory 
authority. 

Mr Ramachandran said the 
development was a "retrograde 
step" which would affect "liberalis- 
ation in its totality". He said inves- 
tors would avoid areas such as 
power unless they were confident 
of the regulatory bodies' status. 


Foreign companies that have set 
up joint ventures with Indian part- 
ners to provide cellular services 
since India opened the sector to 
private competition two years ago, 
include Telstra of Australia, US- 
West and AT&T of the US and BT' 
of the UK. 

Richard French, chief executive 
of Tata Cellular, one of 22 joint 
venture mobile phone companies 
operating in India, said: If neutral 
regulation is not something India 
is prepared to live with it is going 
to be a very significant disincen- 
tive to investment here.” 


The mobile phone companies 
fear that if the department of tele- 
communications succeeds in trim- 
ming the regulator's powers, it will 
act as “judge and jury” in areas 
where it has a commercial interest 
The tussle Is the latest of several 
turf battles between the depart- 
ment and the regulator. These cul- 
minated last month when the regu- 
lator ordered the state-owned 
telephone company Mahan agar 
Telephone Nigam (MTNL) to freeze 
plans to launch a c ellular phone 
service until it heard a challenge 
from private mobile phone opera- 


tors. The hearing resumes today. 
The department of telecommunica- 
tions - which has dose, ties to 
MTNL — strongly opposes the 
review. 

The 22 joint venture companies 
almost without exception over-esti- 
mated demand for mobile phone 
services - and bid too highly for 
their licences. All 22 are loss-mak- 
ing. The companies have 800,000 
subscribers - but the volume of 
calls remains low. As a result, the 
companies are struggling to pay 
licence fees, and some face difficul- 
ties raising debt. 


Anwar denies he 
sought financial 
help from Japan 


By Beth an Hutton m Tokyo 

Anwar Ibrahim. the 
Malaysian finance minister, 
yesterday criticised Japan 
for its slow response to 
financial crises at home and 
in the region, but denied he 
had sought financial help for 
the Malaysian economy. 

Malaysia has been a nota- 
ble casualty* of the regional 
financ ial turmoil but has not 
sought outside help. Its 
neighbours. Thailand. South 
Korea and Indonesia, have 
agreed to rescue packages 
designed by the Interna- 
tional Monetary Fund. 

After talks with Japan's 
new finance minister, 
Hikaru Matsunaga, Mr 
Anwar said he was encour- 
aged by Japanese steps 
being taken to stimulate 
domestic demand, but critic- 
ised Japan's market barriers 
to Asean members. 

"How do you expect coun- 
tries like Malaysia. Thailand 
and Indonesia to open their 
economies when you have 
your big, giant, friendly 
neighbours taking a limited 
option or moving in the 
opposite direction?" 

Mr Anwar said talks with 
Japanese finance officials 
had led to a "major break- 
through” on collaboration to 
stabilise regional currencies 
by Japan, Singapore and 
Malaysia. He would not give 
details. 


The subject or a Japanese 
plan for a fund to stabilise 
the Indonesian rupiah was 
also discussed. 

Bank of Tokyo-Mitsubishi. 
Japan's largest bank and one 
of Indonesia's main credi- 
tors. yesterday proposed that 
regional governments, and 
possibly also financial insti- 
tutions. should set up a fund 
to allow Indonesian compa- 
nies to trade rupiahs for dol- 
lars at a favourable rate. 
Companies could buy dollars 
at a rate of RpS.000 this year, 
on condition that they 
reversed the transaction a 
year later. 

This would enable compa- 
nies to remain afloat reduce 
volatility in the foreign 
exchange markets and put 
pressure on the market dol- 
lar exchange rate to move 
closer to Rp5,000, which is 
the level on which most 
Indonesian companies would 
continue to be viable. Such a 
firnd would need capital of 
about SlObn to $l5bn, the 
bank said. 

Mr Anwar, who is in 
Tokyo on behalf of the nine- 
member Association of 
South East Asian Nations 
(Asean). contrasted Japan's 
response to the regional 
financial crisis with that of 
the US. which has sent sev- 
eral pro min ent delegates to 
Asean member countries to 
restore confidence. 
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Bank of Japan acts fast to 
head off corruption taint 


The venerable Bank of 
Japan is acting quickly to 
resist being by a cor- 

ruption scandal that has 
humbled its rival, the Minis- 
try of Finance. 

Although the bank has not 
been raided, It was so 
alarmed by weekend reports 
that two employees had 
received lavish entertain- 
ment friun private sector 
banks that It has pre-emp- 
tively ann ounced a probe 
into the conduct of 600 of its 
officials. 

Yet the bank may have 
less reason for panic than 
the finance ministry. For 
though the allegations look 
strikingly similar to those 
that have h umi liated the 
ministry, they come at a 
time when the central bank 
is in a stronger position than 
its rival. Though, the bank is 
unlikely to avoid being 
sucked into the scandal, it 
may yet emerge less dam- 
aged by the affair than the 
ministry. 

This is because of a quiet 
shift of power that has 
occurred in Tokyo recently. 

For decades the central 
h ank has been seen as a 
lesser partner to the mighty 
Ministry of Finance. 

Although the bank had 


Reports of employees getting 
lavish entertainment from 
private sector banks has 
prompted it to investigate the 
conduct of 600 staff members 


huge influence in the mar- 
kets, it did not have the 
right, for instance, to set an 
independent interest rate, 
determine exchange rate pol- 
icy or even exercise ultimate 
responsibility for banking 
supervision. These powers 
lay with the finance minis- 
try. But this is shifting. One 
reason is the ministry itself 
has been lambasted for pol- 
icy mistakes. 

Another reason is that par- 
liament last year passed a 
law giving the bank indepen- 
dence over monetary policy 
from this ApriL 

Just how “Independent” 
the bank will now prove 
is unclear thoug h the minis- 
try will not have any formal 
powers over rate decisions, it 
may retain influence 
through Japan's traditional 
informal bureaucratic chan- 
nels. 

But the change in . status 
move has one key signifi- 


cance - it has left the BoJ's 
institutional role already 
clearly defined. 

This is in sharp contrast to 
the ministry, which is due to 
be reorganised as part of 
Prime Minister Ryutaro 
Hasten oto’s reforms. 

This difference has already 
left the bank exuding a 
markedly mare confident air 

than the ftnann* minis try . 

The bank may therefore be 
better equipped than the 
ministry to fight off attempts 
by politicians to use the 
scandals to justify reducing 
its powers, since these are 
already fairly clearly 
defined. 

But there is a further rea- 
son for the bank's greater 
confidence: its effective han- 
dling of the financial turmoil 
that erupted when Yamaichi 
Securities and two other 
large financial institutions 
collapsed last November. 

Bank officials claim the 


turmoil is already over, after 
they flooded the markets 
with YlO.OOObn. (?81bn) 
worth of liquidity to ease 
funding problems. 

As Tadayo Homma, ex- 
ecutive director, said: “There 
was a crisis in Nov- 
ember. ..but there is- abso- 
lutely no financial crisis 
now.” 

However, fears about the 
strength' of some financial 
groups is reflected in the 
premium that Japanese 
banks pay to borrow- , dollars 
on international markets, 
which is a measure of the 
uncertainty that still 
attaches to the domestic 
financial sector. 

But the bank's role has 
won respect from other cen- 
tral bank officials. "The 
Bank of Japan has. behaved 
calmly and competently. 
That cannot be said about 
other parts of the govern- 
ment,” said one. 

And, most strikingly, the 
hank 's performance has not 
been criticised yet by the 
public. 

This is in sharp contrast to 
the ministry, which has been 
made the scapegoat for its 
role in the recent turmoil 

Gillian Tett 


NEWS DIGEST 


High bid for 
Tokyo land 

One of Tokyo’s most prominent plots of land was sold u> 
two Japanese companies for more than Y300bn ($2.4bn) in 
an auction yesterday, for lower than its peak valuation 
but more than 4Q per cent more, than was paid for a simi*. 
lar block last year. • 

The L2 hectare plot on the prestigious Alarunouchi side 
of Tokyo station went for the equivalent of Y35m a square 
metre. . 

- Steven Weiler, property analyst with Jardine Fleming 
Securities in Tokyo, said the price paid for the Maronou- 
chi block exceeded bis expectations, but normal zoning 
laws on the ratio of land area to fioor space appeared to 
have been relaxed. 

Mitsubishi Estate and Nippon Life -Insurance jointly 
bought the site on which they build two office 
blocks and a hotel and shepphife Sshfea Mitsubishi group 
companies already own a large prqportlcaL of land in the 
Marunouchi area. 

The site housed the headquarters of Japan National 
Railways, the rail company privatised ID years ago. The 
government is keen to achieve good prices for the former 
JNR land In part to repay the Y28bn in debts left with 
JNR Settlement, a state-run body established to handle 
the debts of the JNR group. Bettenpguiton, Tokyo 

■ PROPERTY PRICES 


Thai rents fall 30% 


Thailand’s property bubble is beginning to. deflate with 
the capital value of office q^ace in Bangkok, falling 30 per 

cent in the past six months cm the back of declining rents 
and-soaring vacancy rates, real estate consultants Jones - 
T ^n g Woottonsaiit yesterday. Rents for prune office space 
fell IS per cent to Bt4S2 ($9) a square metre in the period 
from June to December of last year. . 

Apartment prices nominally remained steady but many 
developers were offering cash buyers discounts of up to SO 
per cent. The market was nearing bottom as 70 per cent of 
units' originally scheduled to come an the market had . 

ten cancelled. 

F ailing rents are. attracting multinational companies to 
Bangkok for re gional headquarters. Air Fiance, Makro of 
the Netherlands and Taiwan’s Chnnghwa Telecom have . 
all recently announced plans to locate Asian regional 
nffiram in Bangkok. Ted Bordocke, Bangkok 

PHILIPPINE AGREEMENT 


Telecom u ni ons agree deal 

Philippine Long Distance Telephone Company, the coun- 
try’s largest -telecoms group, yesterday said its manage- 
ment and labour onions had reached a three-year agree- 
ment that would put an end to strikes. The agreement 
covers the period from November 1997 to November 2000 
and includes a one-off bonus payment and defined wage 
increases until late 1999. The company, which has been 
implementing aggressive cost-cutting since 1995, has been 
hit -recently by labour unrest Justin- Maroad, Manila 


Asian turmoil passes 






Freedom from financial excesses has helped, but political greed is a threat.: Justin Marozzi reports 


W hoever succeeds 
Fidel Ramos as 
president of the 
Philippines, after an election 
campaign that officially 
kicked off yesterday, will 
inherit an economy Jess buf- 
feted by the Aslan crisis 
than its neighbours. 

In spite of the peso col- 
lapse and soaring Interest 
rates, fourth quarter gross 
domestic product growth 
reached 4.7 per cant taking 
the full-year figure to 53 per 
cent. That comfortably 
exceeded the International 
Monetary Fund's forecast of 
4.4 per cent. Earlier this 
week, the government 
announced export growth of 
23 per cent in 1997, repre- 
senting the fourth consecu- 
tive year of high growth. 

Economists consider the 
Philippines the least dam- 
aged of the Asian economies. 
Partly, this is because the 
country' did not experience 
the decade of high growth 
rates enjoyed by some of its 
neighbours. As a result, 
financial sector excesses are 
cot as pronounced, and in 
particular banks' exposure 
to the property sector has 
been correspondingly lower. 

The Ramos administration 
has made solid progress, 
with structural reforms, 
under the supervision of the 
IMF, with a raft of deregu- 
lations, privatisations, and a 
revamped tax collection sys- 
tem designed to ensure 
dependable revenues. Yester- 
day Mr Ramos signed a new 
oil deregulation law, 
although it remains to be 


Philippine*: 


-v •• 



Jom da VsrMda, 
presfeJambri candktaie 




seen whether it satisfies IMF 
conditions. Corruption could 
remain a problem, but the 
sort of cronyism which has 
done so much harm in South 
Korea and Indonesia has 
long gone. 

While Korea, Thailand and 
Indonesia continue to digest 
the tough reforms required 
under their massive IMF 
lending programmes, the 
Philippines will soon begin 
negotiations with the fUnd 
for new funding. Mr Ramos 
is hoping for a $2.7bn 
arrangement. 

The extent of economic 
slowdown also singles out 
the Philippines from most of 
its neighbours. Neil Saker, 
head of regional economic 
research for SocGen Crosby 
in Singapore, is forecasting 
GDP growth of 2.4 per cent 
this year. This compares 
with growth of 2L8 per cent 
in Malaysia and contractions 


of 2 .3 per cent for Korea, 3 
per cent for Thailand and 5 
per cent for Indonesia. 

National ejections in May, 
however, hang heavily over 
this outlook. Elections in the 
Philippines tend to involve 
large increases in public 
spending - in 1992, the last 
election year, government 
spending rose by 56 per cent 
said one economist. And 
there is also the prospect of 
a new president less commit- 
ted to the process of eco- 
nomic reform. Joseph 
Estrada, the populist 
vice-president who has said 
income redistribution is a 
priority, is still the man to 
beat in the polls. His election 
would put a significant ques- 
tion mark over the recovery 
process. 

Other leading candidates 
are seen as unimpressive. 
Jose de Venecia, the House 
Speaker and the candidate 


endorsed by Mr Ramos, has 
conspicuously . failed to 
inspire confidence with tbs 
business community because 
of his long-standing reputa- 
tion for backroom dealing. 
Question marks . also sur- 
round Alfredo Lim, the 
mayor of Manila nicknamed 
“Dirty Harry” for his contro- 
versial approach to crime 
h listing 

In the now adjourned Con- 
gress. the spirit of election- 
eering is evident with jpopu- 
Iist posturing over the 
budget and a proposed new 
subsidy for oil prices. Ignor- 
ing the calls for fiscal disci- 
pline. it recently approved a 
546bn pesos ($l3.4bn) budget 
for 1998, a 26 per cent 
increase from last year. Wor- 
ryingly, legislators awarded 
themselves "pork barrel 
funds of 55bn pesos --con- 
gressional allowances far pet 
projects - an 80 per cent 


jump from their allocation In 
1997 that they hope will be 
funded largely by a 24J5bn 
pesos cut in debt servicing. 

*3 am appalled that- our 
legislators have ignored the 
frailty of our fiscal position," 
said Jose . Ctdsla, a former 
central bank governor, pre- 
dicting a deficit of at least 
-. 24bn . pesos in; 1998: .This 
would end a.four-year run of 
budget- surpluses, and -rim 
counter to ..-.the. IMF's 
reported target of „a. 27bn 
pesos surplus. ; 

On the exchange rate, the 
market lias also been upset 
by - reported .differences 
between Roberto de Ocampo, 
finance .secretary, who' 
favours lowering interest 
rates - which stand at 25-§0 
per cent - arid Gabriel Sing-, 
son. central bank governor, 
who prefers keeping them 
high to protect the currency: 

The balance- of payments 


- position, meanwhile, will be 

-bit- jay rfOTPTi JISSttiittftnces 
. from overseas workers, tra- 
ditionally ti backbone of the 
economy, reflecting a combi- 
nation -of job losses and 
hoarding of dollar earnings. 
One economist predicted 
...that remittances will fall 
from an estimated f4J>bn 
.last year -to KUbn in 1998. 
This should be offset, how- 
ever, . by significantly 
. reduced-imports of capital 
goods. The trade deficit for 
the first li months of 1997 
narrowed- 11 per cent year- 
on-yearto ; 99 -87bn. 

Exports will fall to about 8 
per cent in 1998, according to 
Indosuez W,I. Carr, the 
stockbroker. Inflation, rela- 
tively subdued at 5.1 per 
v cent last year, is forecast to 
rise to I3.per cent The agri- 
. culture sector, which repre- 
sents about 20 par cent of 
the economy, is also expec- 
ted to contract under- . the 
effects of the . El .Niiio 
weather phenomenon. . 

" - With the important qualifi- 
cation of elections in- May, 
..-the recovery* outlook, £oa;jtiie 
.-Philippines appears rela- 
tively healthy. But,, said 
Nicholas Kwan,. head of 
regional economics at Mer- 
rill Lynch in Hong Kong: 
“For as long as the regional 
* situation is hot stabilised, 
there will still' be a negative 
impact on- the Philippines. 
..The best you can argue is 
that it is |ess damaged than 
its neighBcojiFs,- but no-one 
.can escape. The region is 
simply too closely bound 
togettoarv?:,;; - e 


COHTRACTS & TENDERS 


HUTA KATOWICE 

SPOtKA AKCYJNA 


Invitation for Negotiations 


In connection with the ongoing restructuring programme, the Management Board of Huta Katowice S A 
(*HK SA'), AU.PllsudsWBgp 92, 41-308 Dabiowa pomicza. Poland. Invites for negotiations business 
entities Interested In joint formation together with Huta Katowice 5JL and Huta Im. T.Sendzlmlra SA 
I'HTS S-A.‘l of a Commercial Code-based company to start manulactuilng of bot-roSed coils based upon 
liquid steel supplies from Huta Katowice. 

The specific offering conditions and basic data on the planned project contained in the 'Feasibility 
Study for the Thin Slab Casting and rolling rzOWB’J based upon Liquid Steel Supplies from Huta Katowice* 
will be communicated to the Parties involved upon their signing of Confidentiality Clause which can be 
Obtained by way of contacting Mr Marek Teresadewtez, Member of the Management Board, HK SA, tel. 
(032) 794 50 54. fax (032) 794 57 73. and upon transferring the amount of PLN 5,000 or USD 1,500 to 
the account of Huta Katowice, no: 10601288-9 24944-27000400601 with BPH S A KrakOw. Dabrowa 
G^mieza branch. 

The deadline tor commitments and payments expires by 28 February, 1998. At the same time, the 
Inviting Party reserves the right to free selection of business entities to engage in negotiations with. Such 
entities will be preferred which: 

■ will be prepared to utilise their financial potential as being creditworthy for financial instftuttons In otder 
to provide mar aiistaniiai comrtouttons to the equity stnxaure of the Wended company to be formed; 

■ are experienced In manufacturing and/or trading flat products worldwide. 

The inviting Party reserves ths right to waive the negotiations without stating reasons. 




Hata 

im, Tadmasza 
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INVITATION TO NEGOTIATIONS 


Hut* Im.' Tadeusza Sendzimfra SA 
POLAND. f ( v . -> 


As part of its restructuring programme, the Board of-fm. Tadeusza Sandzimira Sp6lka Akcyjna 
(HTS SA) in Cracow, Poland Invites interested parties to negotiate their participation in the 
creation of the company HTS Steel. This new company win amongst others; take over steel 
production assets of HTS SA : 

Replies to this invitation should be nrafe in’ writing to Mr Tomasz Pyf& Member of tire Board of 
HTS SA, Director of Strategy and Development, ul, Ujastek i;30-960.krak6w; Poland, by toe 28* 
of February 1 998. HTS SA reserves the right to choose at Its own discretion the parties- that will 
be invited to negotiate however foe following parties Wfll be preferred.'. 1 : 

□ Experienced in the steel malting sector especfaHy ln the afea bf -flat produce for t^ fn the 
automotive household goods packaging and cohstnjcttqft industries; •/ - 

□ Possessing the.flnandal backing, which would guarantee. their substantial partetoation In the 

creation of HTS Steel.’ v ..i ... . 

An Information Memorandum about HTS Steel and the negotiation procedures wifi- be made 
available to interested parties upon Signing of a ‘Letter ofCorrflderrtlaflty and a’fteyment ofai.OOO 
PLN to the account at Bank Praemystowtf+tendlbwy ? SA. V OdtizfaTKrakfiw, -Poland, No. 
1 0601 392-26-27000-4001 01 . ‘ ; - A ’ 

HTS reserves the tight to suspend negotiations wBhoot provkflng ihe ’reasorvand to" extend the 
deadline for replies tothis invitation. ,--v -- k.-t.-’ ~L.'~ ■■ 
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NEWS: THE AMERICAS 



By Victoria Griffith in Boston ^ 

The US Is not' fracturing into- a 
two-tiered ecohomt , 'spUf between 
elite high tecJmbJ^f wco^ers and 
low-paid unskilled labour, accord- 
tog to a study released, yesterday 
by the Educational Testing Service 
(ETS). - 

Rather; says the research, 
employment - growth is being 
driven by traditional white-collar 

JObS In manflgRTnPTrf -and" fl linn r- fal 

services. 

"The media-driven vision [of the 
two-tiered work force] obscures the 
importance of the office economy," 
says Anthony Camevale, author of 


workforce avoids ugly split 


the report and. vice-president of 
ETS, which runs standardised tests 
for high schools and universities. 
Bdr Camevale defines the “office 
economy 1 * as jobs in administra- 
tion, financial services, manage- 
meat and business. 

The report calls the office sector, 
which employs 41 per cent of 
American workers, the fastest 
growing section of the market. 
Such positions accounted for 58 per 
cant of the 28m new jobs generated 
between 1970 and 1995. 

Office jobs are the highest paid 
In the economy, generating aver-, 
age individual earnings, that are 47 
per cent hi g he r than in all- other 


sectors combined. 

Growth in the office sector has 
been particularly beneficial to 
women. In 1969, most college-edu- 
cated women worked as nurses or 
school teachers. By 1995, just as 
many worked in the office as in 
health or education. Because they 
were taking higher paid office jobs, 
women's Income rose sharply. 
Average pay for females with a 
university education has doubled 
in real terms since 1959, and has 
tripled for African American 
women with a university educa- 
tion. ETS reflects that office jobs 
seem to attract greater numbers of 
women than manufacturing posi- 


tions. “As employment barriers 
have come down in the office, the 
pay increase for women has been 
dramatic," says the report. In 1959. 
a black female worker earned 
today’s equivalent of just S7.400. 
Today, black women earn, on aver- 
age, $21,000. 

Even so, a wide gap remains 
between males and females, with 
men earning 72 per cent more than 
women on average; and between 
the races, with white men earning 
32 per cent more than black men 
with an equal education. 

The ETS study confirmed the 
decline of US manufacturing in 
terms of overall job growth, and 


said the gap between university -ed- 
ucated workers and those with a 
high school degree or less contin- 
ues to expand. 

About 75 per cent of university- 
educated office workers are in 
“elite" positions, defined as non- 
clerica! and non-secretarial. An 
overall increase in US worker pay 
is largely due, says ETS, to the 
rapidly expanding pool of employ- 
ees with higher education. 

"This study shows that increas- 
ing educational levels should be a 
priority if the US wants to boost its 
workers salaries even more." said 
Nancy Cole, president of ETS. 


dr -ft - 


Argentina 
says it . 
has 
beaten 
Asian 


crisis 

By Ken Warn > .- 

in Buenos Aires 

Argentina has- already 
overcome the effects of the 
Asian financial crisis audits 
1 economy will- grow strongly 
in 1998, AUeto Gnadagni, 
industry secretary, said yes- 
terday. ' 

Mr Gnadagni said indus- 
trial production would grow 
by about 6 per cent this 
year, and -the -economy 
would continue to generate 
fresh jobs. ■ 1 1 

One of the main grounds 
for optimism was the fall in 
interest rates from their 
peaks hwnrfiBteiy after the 
Asian crisis. 

The country risk pre- 
mium, as measured by the 
spread between Argentina's 
par band and US treasuries, 
had' fallen from 821 basis 
points in the immediate 
aftermath of the crisis to 
only 485 basis points now, 
he said. 

- The fall' takes the country 
risk pre mi um to less than it 
was a 'year ago, although 
this is stffl above its pre- 
crisis level of 381 . basis 
points, -■ ■'r-- ‘ 

Local banks* interest rates 
for their top Argentine cor- 
■porate cMents had fallen to 
10 per cent this month from 
a peak of 15.7 per cent last 
November. 

The banking system had 
also shown no signs of 
weakening, Mr Gnadagni 
said, rather the reverse. In 
the first 100 days since the 
crisis began; bank deposits 
had risen 7.5 pm- cent, or 
almost $5hn. 

This contras te d with the 
first 100 days after the start 
of the tequila" financial 
crisis in December 1994, 
when deposits fell 15.6 per 
cent, or over $7buu 

Big companies’ invest- 
ment plans were also unaf- 
fected by tiie recent interna- 
tional fhumHai turmoil. Mr 
Gnadagni said. The cereal 
harvest forecast for the 
1997-98 season, expected to 
reach a record 61m tonnes, 
was another reason for opti- 
mism. 

Mr Gnadagni refused to be 
drawn on the prospects for. 
the trade deficit. 

Last week - Argentina 
reported a 1997 trade deficit 
of almost S4J9bn, compared 
with a surplus of $49m the 
previous year. 



An aircraft carrier rests at docks on the Delaware river , with Philadelphia's skyline in the background ap 

Philadelphia seeking a relaunch 

Public money has lured Norway’s Kvaemer to revive a naval shipyard 


T he peeling hulk of a 
disused aircraft car-, 
rier stands alongside 
the deserted dock on the 
Delaware . river, a fitting 
symbol of the. desolation left 
by -nayal base closures 
across the country since the 
mid-1990s. A . mothballed 
fleet of 54 other ships rests 
nearby, stranded by the cold 
war’s retreat 

According to Kvaemer, 
the* Norwegian industrial 
group, tills shabby site on 
the fringes of Philadelphia 
will one day be a force in the 
revitalisation of the US ship- 
building industry. More than 
$400m of public .money has 
been staked an the outcome 
- one of the biggest Induce- 
ments ever offered to a for- 
eign company in the US, and 
a source of considerable dis- 
may to . domestic shipyards. 

The European company 
late last year signed a formal 
agreement that will see rede- 
velopment of the former 
naval shipyard begin this 
year, with the first vessel 
due to roll down the slipway 
in 2Q0L 

By any standards, the pub- 
lic subsidies that will be 
poured into the project are 
huge. City, stale and federal 
governments have supported 
a scheme that is guaranteed 
to create only 700 jobs 
directly - though the city 
estimates that the yard will 
eventually employ 1,000 
people, with at least as many 
jobs created indirectly at 
suppliers. 

Mercedes Benz, by compar- 


ison, won public funding of 
around $250m to build its 
first US car plant in Ala- 
bama, a project that was 
expected to create 1.500 jobs 
directly. This caused a politi- 
cal backlash locally and, 
four years later, is still 
talked of with awe in US eco- 
nomic development circles. 

Kvaemer Itself has prom- 
ised to invest $45xn in the 
Philadelphia yard - though 
it will receive a .$80m low 
interest rate loan from the 
city as part of the deal. 

The lengths to which Phil- 
adelphia has gone to win 


meat opportunities for its 

inhab itants. 

A world-class shipyard 
would help. The city began 
courting Kvaemer more 
than two years ago, when an 
earlier agreement with 
Meyer Werft, a German ship- 
builder, collapsed. Yet it is 
an irony of the project that, 
while Kvaemer claims its 
arrival in the US will inject a 
new level of competitiveness 
into the US shipbuilding 
industry, the new yard is 
being floated on an ocean of 
public money. 

A jump in US orders for 


US-built ships can carry 
cargo or people between US 
ports - a limitation that has 
in effect shut the nation's 
shipyards off from interna- 
tional competition. If some 
of those ships are built in 
Philadelphia, the chances 
increase that one or more of 
the other yards will dose. 

After a 15-year dearth of 
new ships, the fleet pro- 
tected by the Jones Act is 
ageing fast and orders have 
begun to mount up. Ameri- 
can yards will build 40 new 
double-hulled tankers and 35 
dry cargo vessels over the 


Richard Waters on a plan for industrial 
redevelopment that has upset domestic rivals 


this project say something 
about the city's lingering 
economic weaknesses, as 
well as the political ambi- 
tions of its well regarded 
mayor, Edward RendelL 
The country's fourth big- 
gest metropolitan area, Phil- 
adelphia was late to start 
rebuilding its employment 
base after the recession of 
the early 1990s, and has yet 
to recoup all the jobs lost. 
While industries snch as 
healthcare and financial ser- 
vices have thrived, the city 
has not been able to restore 
the manufacturing base. 

- By its own measure, Phil- 
adelphia ranks only 24th 
among the 30 biggest US 
metropolitan areas in terms 
of the income and employ- 


commercial vessels over the 
past three years has come at 
just the right time to soften 
the blow to the country’s six 
big existing yards from the 
heavy cuts in US defence 
spending. 

Now, though, they face the 
competition that will come 
from “a mas sive infusion of 
American taxpayers' money 
into a foreign company that 
has never paid any taxes 
here," says Cynthia Brown, 
president of the American 
Shipbuilding Association, 
which represents the six. 

The domestic yards com- 
plain that Kvaemer will not 
create any jobs in the US 
shipbuilding industry, only 
replace existing ones. Under 
the Jones Act of 1920, only 


next 15 years, predicts the 
ASA. 

Kvaemer executives say it 
is this protected market, and 
the big subsidies, that have 
brought the company to the 
US. And. while the US Con- 
gress has yet to enact a 1994 
agreement of the Organisa- 
tion for Economic Co-opera- 
tion and Development to 
equalise opportunities 
between yards in some of the 
biggest producing countries, 
the company is confident the 
Jones Act protections will 
remain a fixture of the US 
shipbuilding industry. 

The financial support, and 
the ability to install the lat- 
est technology, should give 
Kvaemer an advantage over 
local rivals. But the com- 


pany claims that it will be 
the working practices and 
other techniques learnt in its 
II other shipyards around 
the world that will give it 
the biggest edge. 

Rather than the rigid 
demarcation of jobs still 
common in US yards, the 
site on the Delaware will fol- 
low the same team-based 
methods as other Kvaemer 
yards, says Martin Saarikan- 
gas, president of the compa- 
ny’s shipbuilding operations. 
“We don’t have cleaning 
teams in our shipyards: 
everyone cleans up for him- 
self." 

Lars Traaseth, vice-presi- 
dent for shipbuilding at 
Kvaemer. adds: “Introducing 
a new European work style 
- and a new competitiveness 
to the US shipbuilding indus- 
try - will benefit everyone." 

That view draws a sour 
response from domestic 
yards that do not benefit 
from the same financial 
incentives. 

Yet Kvaemer seems right 
about one thing: US yards 
have not been able to com- 
pete in world markets for 
years. Of the 17 commercial 
vessels currently under con- 
struction in US yards, all but 
three are destined for the 
protected Jones Act fleet, 
according to the ASA 

If the Norwegian company 
succeeds in its promise to 
build a yard in Philadelphia 
that can compete with the 
world's best, the cost of pub- 
lic support may not look 
quite so high. 


NEWS DIGEST 


Clinton warned 
on IMF funds 


President Bill Clinton will face an uphill struggle to 
convince Congress to authorise an extra SlSbn for the 
International Monetary Fund, according to Senator Jesse 
Helms, chairman of the Senate foreign relations 
committee. 

At a committee hearing addressed by Madeleine 
Albright, the secretary of state. Mr Helms said he 
regretted that the administration was seeking the IMF 
money in a supplementary bill, as opposed to letting 
Congress consider it as part of the normal budget process. 

“My feeling is that the Clinton a dminis tration will face 
an uphill battle in persuading Congress and the American 
people that the IMF's deadly prescription or higher taxes 
and higher interest rates is a proper cure for what ails 
failing Asian economies," the senator said. He said he 
personally would oppose giving any extra money to the 
IMF unless it was prepared to open its accounts to 
congressional scrutiny. 

In an exchange with Mrs Albright, Mr Helms said 
leading Asian politicians had recognised that a lack of 
democratic procedure, as well as economic 
mismanagement, was responsible for the financial crisis 
in that region. 

Mrs Albright agreed that US policy should aim at 
promoting democracy as well as economic reform. In 
Indonesia, she said the US would encourage pluralism in 
economic and political life. Bruce Clark, Washington 

■ PHONE SERVICES 


AT&T gives up local bid 

AT&T and other US long-distance telephone companies 
have abandoned one of their main efforts to break into 
local services because they have been unable to obtain 
access to local telephone lines at prices low enough to be 
profitable, the company's chief executive officer said 
yesterday. 

“AT&T is not going to spend money on this fool's 
errand," said C Michael Armstrong, in his first 
Washington appearance in the job. However, he told a 
telecommunications conference on Capitol Hill, the 
two-year old Telecommunications Act should be given 
more time to work. 

The new AT&T chief said his company had spent $3.5bn 
in the past two years trying to buy or lease local phone 
tings from the Bell monopolies. Abandoning those efforts 
was one of Mr Armstrong's his first acts after joining the 
company late last year. Nancy Dunne, Washington 

m ROAD RISKS 


Light trucks ‘more dangerous’ 

The large sport utility vehicles and pick-up trucks that 
have proved so popular among Americans in recent years 
are far more likely to cause death when involved in 
accidents with smaller vehicles, according to a study by a 
US insurance industry group. 

The Insurance Institute for Highway Safety said it 
hoped its findings would “help establish priorities for 
future vehicle design improvements" to make these light 
trucks less lethal when involved in a crash with another 
vehicle. When a car collides with a light truck, people in 
the car are four times more likely to die than people in 
the truck, the Institute added. 

The agency's research had already established that the 
light trucks, which now account for 45 per cent of new 
vehicle sales in the US, cause more damage in an 
accident because of their weight and height from the 
grouncL 

A spokeswoman for the group added, though, that the 
danger posed by most sport utilities might still be less 
than had been thought despite its latest findings. Jh 
general, the biggest problems rest with the very largest 
sport utilities, which have recently become popular with 
suburban American families. Richard Waters, New York 

CAMPAIGN FUNDS 


Report contradicts Gore 

A draft of the final Senate report on fund-raising abuses 
in the 1996 presidential election suggests that Vice 
President AJ Gore and some top campaign advisers 
mis-stated their fund-raising activities and that several 
Democratic money men were connected with the Chinese 
government. 

A section of the draft report said the Senate 
governmental affairs committee collected evidence 
making it obvious “that despite his various denials." Mr 
Gore “was well aware" that an event he attended at a 
Buddhist temple near Los Angeles in April 1996 was 
designed to raise money for the Democratic party. 

Mr Gore originally said he thought the event was 
community outreach, but later acknowledged he knew it 
was donor-related and that his staff failed to tell him it 
was a formal fund-raiser. The Senate committee, which 
compiled the report following hearings and interviews 
last year, also concluded that President Bill Clinton's top 
political aide at the time, Harold Ickes. illegally “seized 
the reins of financial power" at the Democratic National 
Committee to “squeeze as much money" out of the party 
as possible for the 1996 re-election campaign. 

The White House dismissed the committee's findings as 
politically motivated. AP, Washington 


Hint of caution as president’s report lauds past performance and future economic prospects 

Economists give America a big pat on the back 


F inding new? superla- 
tives and -muscular 
metaphors describe 
he US economic perfor- 
oance of the- - fate- 199 06 has 
become one bfihe.nuUn ehal- 
enges for the authors: of the 
Sconomic Report of the" Pres- 
dent in the last few: years. 

Yesterday, Janet Yellen, 
ffho chains President Bill 
Hinton's Council of Eco- 
lomic Advisers, which -pub- 
Lshes the- annual -report, 
ame up with a few- that 
eemed to do the job. 

“The performance of the 
JS economy has bee n 
xtraoidinarr. strong growth 
nd low unemployment com- 
iined With low and stable 
ifTfltinn . . . Our economy Is 
a fundamentally sound 
bape and well-equipped to 
iuncDe any bouts of rougher 
leather," she said. 

The self-congratulatory 
ane reflects the undeniably 
enpressive economic facts 
hat last year the US econ- 
my grew by 3.9 P®r cent, 
resting 3.2m jobs and 
educed the unemployment 
ate to 4.7 per cent by the 

nd of the year. • 

In spite of this surging 
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1 C a lender war overage 


demand, inflation actually, 
fell - consumer prices at the 
end of 1997 were up by just 
L7 per cent on a year earlier. 

But Ms Yellen and her 
team of two other august 
economists are candid 
enough to acknowledge that 
“exceptional" Is probably the 
most apt description of what 
has happened in the last 
year or two. Though they 
say the magical run of 
strong growth and low infla- 
tion could continue, like 
most mainstream . econo- 
mists they are not counting 
Wit ’ 

Growth is forecast to be 
just 2 per. cent per year for 
the next three years, and 
inflation is expected to stabi- 
lise at about 1L2 per cent. 


“We would be delighted to 
see a higher rate of growth 
and I would emphasise that 
our forecast is not the best 
we fee] .the economy could 
do,". Ms Yellen said. “It's 
what we think is a responsi- 
ble forecast for the purposes 
of our budget.” 

But the caution also, 
reflects -the fact that the 
council is not yet ready to 
join the ranks of those econ- 
omists who have declared 
that the US has achieved a 
new trajectory of growth 
that will enable the economy 
to expand faster without 
stoking inflation. 

Ms Yellen and her col- 
leagues continue to believe 
the long-term. potential rate 
of growth is about 2.4 per 


cent. In fact the report 
explicitly rejects the notion 
that the economy has 
entered a “new era". “Many 
such assessments are 
extreme and unsupportable." 
it says. 

It nods politely in the 
direction of “new age" theo- 
rists by accepting there have 
been changes that could 
have longer term implica- 
tions - the growth of global 
competition, deregulation, 
labour market changes, and 
rapid advances in informa- 
tion-technology related busi- 
ness. 

But overall It cautions: 
"One cannot declare with 
any certainty the old rules 
no longer apply." 

Ms Yellen repeats the 


administration’s economic 
mantra that recent successes 
owe much to the pursuit of 
Mr Clinton’s three pillars of 
New Democratic policies: fis- 
cal discipline - which will 
result next year in the first 
balanced budget in a genera- 
tion; opening markets 
through international trade 
accors; and improving qual- 
ity and availability of educa- 
tion. 

These are credited at least 
in part with one striking 
aspect of recent economic 
performance that may 
explain why the economy 
has enjoyed low-inflationary 
growth - the role of invest- 
ment In the current expan- 
sion, capital formation has 
been responsible for a much 


higher proportion of the 
growth recorded than in any 
previous period of growth. 
Meanwhile government 
spending has hardly contrib- 
uted to growth at all. 

The report also highlights 
some familiar problems that 
could cloud medium and 
long-term performance. This 
rapid growth in Investment 
has not been financed by 
increases in domestic 
savings. 

I n fact personal savings 
have declined further 
from 4.3 per cent of 
income in 1996 to 3.6 per 
cent last year, as borrowing' 
- especially mortgage debt - 

has risen and confidence - 
driven by a rising stock mar- 
ket has soared. 

This continuing weakness 
of domestic savings - which 
explains the widening cur- 
rent account deficit - Is one 
reason Mr Clinton is making 
long-term budget reform his 
main domestic priority. The 
report endorses his call for 
efforts to shore up social 
security - the state pension 
scheme - but also makes the 
point that a much bigger 


long-term crisis confronts 
Medicare - the health insur- 
ance programme for the 
elderly. 

Though the council points 
to the progress made in 
addressing some of the prob- 
lems associated with the 
most familiar weakness of 

the American economic 
model, inequality, it argues 
that more needs to be done 
in two main areas. 

Child poverty has declined 
in recent years, but is still 
rife. One in five children 
lives in families with 
incomes below the poverty 
level - one in two children 
in female-headed families. 
One in seven children does 
not have access to medical 
insurance. 

And while the median 
income of black famili es has 
risen more sharply than 
those of whites in the last 
four years, earnings and 
wealth gaps between whites 
and non-whites are still 
large. “Clearly, more needs 
to be done to promote equal- 
ity of opportunity for all 
Americans." said Ms Yellen. 

Gerard Baker 
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Janet Yellen: ‘Sound 
economy well-equipped to 
handle rougher weather’ 
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Minister issues warning after murders B Three IRA men questioned 

Sinn Fein role in talks threatened 


By John Murray Brown 
in Dublin 

Two murders in Northern 
Ireland were threatening last 
night to disrupt the peace 
process as accusations of 
involvement by the Irish 
Republican Army intensi- 
fied. Paul Murphy, a North- 
ern Ireland minister in the 
UK government, warned if 
either killing was shown to 
have been committed "by an 

organisation connected with 
a participant in these talks, 
then the implications of that 
will need to be very' seri- 
ously examined. The govern- 
ment is determined to main- 
tain the integrity of this 


process". His remarks were 
interpreted as referring to 
Sinn Fein, the political wing 
of the IRA. Two weeks ago 
the Ulster Democratic party, 
anti-nationalist political 
wing of the Ulster Freedom 
Fighters, was expelled from 
the talks after the UFF had 
admitted murdering Roman 
Catholics in a recent spate of 
sectarian murders. 

Three IRA men were being 
questioned last night by 
police about the murder of a 
leading Protestant "loyalist'’. 
The victim, named by 
friends as Robert Dougan. 

had survived two previous 
murder attempts. 

Anti-republicans had 


called for the ejection of 
Sinn Fein earlier in the day 
after the murder less that 24 
hours before of a well-known 
drugs dealer which they 
claimed was the work of the 
ERA. The Irish Republican 
Socialist party, political 
wing of the Irish National 
Liberation Army, said it had 
been contacted by the ENLA 
which denied involvement in 
either murder. 

Last night no group had 
claimed responsibility for 
the killing of the dealer. Any 
move against Sinn Fein 
could strain the IRA cease- 
fire. which security officials 
say is to be reviewed next 
month at a meeting of the 


organisation’s seven-member 
Army Council 

Brendan Campbell, the 
dealer. last month survived 
a gun attack that Ronnie 
Flanagan, the Northern 
Ireland police chief, subse- 
quently blamed on Direct 
Action Against Drugs, a 
shadowy group which secu- 
rity sources claim is a front 
for the IRA. If the police find 
forensic evidence pinning 
this latest killing on DAAD, 
unionists say the govern- 
ment would have little 
choice but to take similar 
action against Sinn F£in. 

Gary McMicbael. the UDP 
leader said: "I have no doubt 
in my mind that DAAD was 


responsible and therefore 
the IRA ceasefire had. been 
broken. The chief constable 
made it clear that DAAD 
tried to shoot dead this man 
in south Belfast [the capital 
of Northern Ireland] several 
weeks ago - they have come 
back to finish the job." 

During the previous IRA 
ceasefire, eight men were 
shot dead by DAAD. 

But Gerry Adams, the 
Sinn Fein president, accused 
anti-republicans of seeking 
to exploit the murder. "They 
don't care who was killed 
last night What they see is 
some tactical advantage to 
themselves in an attempt to 
wreck this process." 


Blair strikes 
a chord with 
Irish America 

Peace moves complement growing 
realism, writes Heather Bourbeau 


T ony Blair's obvious 
commitment to the 
Northern Ireland 
talks process has struck a 
chord with many Irish 
Americans, who are weary 
of violence and hope for a 
peaceful solution. A roman- 
tic attachment to a united 
Ireland remains, but there is 
also a growing realism. 

Even the more radical 
groups such as the Irish 
Northern Aid Committee 
(Noraid). see Tony Blair as a 
positive influence. The UK 
prime minis ter’*; arrival on 
the scene comes as Irish 
American groups have 
moved to a more pacifist 
approach. 

“You won't find ’IRA all 
the wav' today." said Gerry 
Coleman, director of political 
education for Noraid at a 
candlelight vigil before Mr 
Blair’s visit. “Things have 
changed since the 80s. This 
is the honeymoon period, 
but you need to have more 
than goodwill and good 
people." 

The tradition of Irish 
American support for repub- 
licanism stretches back to 
the early 19th century, when 
Irish Americans saw the 
republican fight as a way of 
maintaining cultural iden- 
tity with the homeland they 
left for the New World. As 


Andrew Wilson writes in his 
book Irish America and the 
Ulster Conflict. “Their influ- 
ence kept the diaspora com- 
mitted to physical force in 
an era in which the Irish at 
home concentrated on par- 
liamentary politics." 

Often it was second or 
third generation Irish 
Americans who were the 
most ardent supporters of 
the Irish Republican Army, 
and other nationalist organi- 
sations. Much has changed, 
however, since the election 
of President Bill Clinton, 
who granted a US visa to 
Gerry Adams, president of 
Sinn Fein, the political wing 
of the ERA. 

The more active US gov- 
ernment role has helped 
progress in the Northern 
Ireland talks. But when Mr 
Blair visited Washington last 
week, he understood bow 
critical Irish American sup- 
port for his peace efforts 
would be. 

On his second day, he met 
some 20 congressional lead- 
ers. including Daniel Moyni- 
han. a senator from New 
York; Edward Kennedy, the 
veteran senator from Massa- 
chusetts and brother of the 
US ambassador to the 
Republic of Ireland: and Ben- 
jamin Gilman, a representa- 
tive from New York and 



Senator Edward Kennedy meeting Tony Blair in Washington last week 


The prime 
minister urged 
Congressmen to 
ensure the IRA 
would find little 
sympathy in 
Washington 


chairman of the House Inter- 
national Relations Commit- 
tee. Mr Kennedy and Mr 
Moynihan are regarded as 
particularly strong support- 
ers of Irish constitutional 
nationalism. 

Mr Blair urged the 
Congressmen to use their 
contacts to ensure that the 
IRA would find little sympa- 
thy in Washington and that 
violence would not be 


encouraged from either side. 
“This is one area where your 
help is essential," he said. 

He was rewarded by Sena- 
tor Kennedy’s response: “I 
commend prime minister 
Blair for his impressive lead- 
ership in the search for 
peace in Northern Ireland. 
No one believes the search 
for peace is easy ... I con- 
demn the renegades on both 

sides whose con tinuing vio- 
lence and threats of violence 
are trying to wreck the hope 
for peace." 

Mr Kennedy is not alone 
in his respect for British 
efforts, although drinkers in 
Nanny O'Brien’s in Washing- 
ton were in a more sceptical 
mood as they downed Guin- 
ness and listened to the 
songs of the “Four Green 
Fields". 

“It’s important that a top 
government official is turn- 


ing his attention to Bloody 
Sunday [the shooting of 14 
demonstrators by British 
troops in Londonderry in 
1972] but... I hope it is a 
sincere re-investigation.” 
said Marian Bouch, a first- 
generation Irish American, 
at a music session in 
Nanny’s. 

"1 don’t know if it can hold 
together; I just hope there's 
less violence,” said Jeremiah 
Holland, a San Francisco 
teacher of Irish descent. 

The Blair visit demon- 
strated that there is a new 
constituency in the US for a 
negotiated settlement. But 
Mr Blair will also have been 
made aware that a minority 
of Irish Americans remains 
ready to support a fight for a 
united Ireland if the negotia- 
tions fail. 
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Hyundai seeks early ownership of site 


By James Buxton 
in Edinburgh 

Hyundai is pressing the UK 
government’s Scottish Office 
to give it immediate owner- 
ship of the site of its delayed 
semiconductor plant, ft said 
this would help raise finance 
to complete the project, or 
enable it to put together a 
joint venture with another 
company. 

The 60ha site near Dun- 
fermline in central Scotland 
belongs to Scottish Enter- 


prise, a development agency. 
The agency would normally 
have transferred it to the 
Korean company some time 
after the plant opened. 
Hyundai now’ says that hav- 
ing the title to the land 
would give it greater secu- 
rity in negotiations with 
banks or other companies. 

Brian Wilson, the Scottish 
industry minister, said yes- 
terday he was considering 
Hyundai's request, but 
wanted first to consider the 
implications of committing 


more public funds to the 
project 

Hyundai has postponed 
the opening of the first 
£1.25bn (S2.10bn1 phase of 
the memory chip fabrication 
plant to the end of 1999, a 
year later than planned, 
blaming the economic crisis 
in South Korea. This week it 
stopped most of the building 
work for four months, citing 
the same reason. 

The suggestion that Hyun- 
dai Semiconductor should 
obtain ownership of the site 


before the start of produc- 
tion brought an angry reac- 
tion from Michael Moore, 
Scottish industry spokesman 
for the opposition Liberal 
Democrat party. “Handing 
over ownership of the site 
with nothing in return 
would be a scandalous waste 
of public funds." he said. 

The scale of assistance 
promised to the company 
has attracted criticism since 
the deal was agreed in 1996. 
The Conservative govern- 
ment was anxious to win a 


project which promised the 
creation of 2.000 jobs. 

Hyundai is understood to 
have been promised £38m in 
assistance for the full proj- 
ect, while Scottish Enter- 
prise is spending £2lm on 
infrastructure work in the 
area, of which it says 
between £9m and £10m is 
directly attributable to 
Hyundai. Last December the 
Scottish Office said no assis- 
tance from Scottish Enter- 
prise had yet been paid to 
Hyundai. 


Ship underwriters ‘face heavy losses’ 


By Jonathan Guthrie 
m London 

The Institute of London 
Underwriters, a trade body 
representing corporate 
underwriters, has warned 
members that they face 
heavy losses as a result of a 
decline in the premiums 
they charge customers to 
insure ships and cargoes. 

“There is a stark differ- 
ence between the premium 
base In 1993 and 1997, 


reflecting the reduction in 
premium levels." said Step- 
hen Redmond, the institute 
chairman. Statistics pub- 
lished by the body yesterday 
show that premiums paid in 
1993 to Insure hull, energy 
and liability risks in that 
year were £624m <$1.04bn) 
against a comparable figure 
of £255m for 1997. 

Low premiums were the 
result of a fierce price war, 
triggered in part by growing 
competition from underwrit- 


ing centres outside the UK, 
the institute said. 

It reported that a few big 
brokers were increasing 
their share of business. 
Insurance companies under- 
writing directly have taken 
on larger percentages - 
sometimes as much as 100 
per cent - of large risks, 
prompting a decline in the 
traditional subscription mar- 
ket. 

A low incidence of claims 
- at 13 per cent of premiums 


in 1997 - for hull, energy 
and liability risks had so far 
cushioned insurers. “When 
normal levels of claims 
return the erosion of the pre- 
mium base will mean that 
we are hit that much 
harder” Mr Redmond said. 

Claims for cargo risks had 
risen to 46 per cent of premi- 
ums paid so far for 1997, the 
highest level on a compara- 
ble basis since 1990. 

If claims for other catego- 
ries of business rise, too. 


some insurers could pull out 
of marine underwriting, Mr 
Redmond warned. This 
would damage the position 
of London, which was losing 
business to other centres. 

ILU members paid out 
£l.82bn in 1997 against pre- 
mium income of £1.18bn. 
Losses of £540m came from 
claims for before .1990, 
mostly after the running 
aground of the oil tanker 
Exxon Valdez in Alaska in 
1989. 


Ministers 
may block 
ban on 
Murdoch 
price cuts 

By David Vfighton 
and John Gapper 


The government is deter- 
mined' to block any specific 
ban on predatory pricing by 
national newspapers after 
an embarrassing defeat in 
the House of Lords, the une- 
lected upper House of Par- 
liament on Monday. 

The prime minister's 
office made dear that the 
government would use its 
House of Commons majority 
to o v ertur n a Lords amend- 
ment to the proposed compe- 
tition bill aimed at outlaw- 
ing a price-cutting campaign 
by Rupert Murdoch’s News 
International, publisher of 
The Times newspaper. 

However, ministers may 
seek to draw up a more gen- 
eral amendmen t in an effort 
to head off a threatened 
rebellion by MPs. . The 
amendment was dismissed 
as “anti -competitive, anti- 
consumer and anti- 
democratic’* by News Inter- 
national, which said it 
might ask its anditors to 
certify that The Times was 
not being subsidised by 
other group operations. 

The prime minister’s offi- 
cial spokesman yesterday 
restated the government’s 
view that the amendment 
was unnecessary. “You can 
be assured this amendment 
will not become law,” he 
said. Officials strongly 
denied accusations that the 
government had reneged on 
commitments to tackle the 
problem for fear of alien- 
ating Rupert Murdoch. 

The Times is sold for 85 
pence (58c) in the UK on 
most days of the week while 
the rival Daily Telegraph 
and The Independent cost 45 
pence. The rivals raise their 
prices of their much bulkier 
Saturday editions while the 
price of The limes is cut to 
20 pence on Mondays and 
Saturdays. The UK price of 
Mr Murdoch’s Sunday Times 
is £1. 

Douglas Flynn, managing 
director of News Interna- 
tional’s newspaper division, 
said the company might ask 
Arthur Andersen,- its audi-. 
tors, to certify publicly that 
The Times was not being 
subsidised by other News 
Corporation operations. 
“Maybe we should get them 
In to have a look at the 
books and sign off on a 
range of appropriate state- 
ments," he said. These 
would include an assurance 
that The Times and Sunday 
Times were profitable when 
counted together. 

He said News Interna- 
tional had also taken legal 
advice on its pricing policy 
for The Times, and believed 
it could pursue a similar 
strategy in other European 
countries or in the US, in 
spite of claims that UK law 
is lax. 

Government officials 
insisted that predatory pric- 
ing by newspapers was cov- 
ered by the competition bHL 
which incorporates Article 
86 of the Treaty of Rome 
into UK law. Under the bOL 
a company with a “domi- 
nant position" would be pro- 
hibited from imposing 
“unfair purchase or selling 
prices". 

But a cross-party group of 
peers backed an amendment 
in the House of Lords which 
specifically bans predatory 
pricing and introduces a 
broader definition of “domi- 
nant position" for national 
newspapers. 

Officials said that any 
move to broaden the domi- 
nant position definition 
would defeat the aim of 
bringing UK law in line 
with the European Union. 
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Antibiotics ‘aid 
food poisoning’ 

Intensive livestock produc. 
lion and excessive use of 
antibiotics have contrib- 
uted to a rise in food poi- 
soning. the Meat and Live- 
stock Commission, said 
yesterday. Colin Maclean, 
director -general of the 
meat industry’s research 
a n d promotional body, 
refr y “Ultimately the whole 
food '•fratn must under- 
stand how to behave in the 
face of adverse circum- 
stances. We’ve got a long 
way to go/ - In evidence to a 
House of Commons agricul- 
ture committee inquiry 

into food safety, the com- 
mission said intensive live- 
stock production, “with 

gntmais kept in high densities, often with access to their 
own faeces", enabled bacteria to be spread widely. Drugs 
such as antibiotics, used to keep ani mals healthy, “ensure 
constant selection pressures on bacteria which may result 
in the emergence of resistant strains". The potentially 
fetal e-coli 0157 posed “a completely new threat", said Mr 
Ma<4p»u- Poisonings doubled between 1992 and 1996. “Our 
barriers to defend people may have been adequate but 
they're now inadequate," he said, • •• Alison Maitland 

m INTERNET 



Loans institution to offer access 

Nationwide building society, one of the country’s biggest 
mut ually -owned savings and loans institutions, is to offer 
cus tomer s access to the internet in direct competition to 
service providers such as CompuServe and Demon. 
Nationwide, which offered Britain’s first internet banking 
system in May, said the move was not driven by cost con- 
siderations, although it admitted online transactions are 
far cheaper to process than branch or telephone-based 
inquiries its access system, to be operated by British 
Telecommunications, will brand the user's software with 
the society’s logo. Nationwide claims 40,000 users in total 
for both PC and internet banking; an increase of 15,000 
since it was launched. James Mackintosh 

m HOTELS 


Room prices predicted to increase 

Midmarket hotels are unlikely to fill up any further this 
year but room prices will continue to increase, says a 
report to be released today. BDO Hospitality Consulting, 
the leisure consulting- ana of BDO Stoy Hayward, the 
accountant, found in its survey of 300 mainly three and 
four-star chain-operated hotels that average room prices 
rose by 9 per cent to £59.61 last year compared to 1996. 
Average occupancy rates, however, remained virtually 
static at 75.7 per cent Jonathan Langston, managing 
director of BDO Hospitality Consulting, said hoteliers 
were achieving highe r prices for their rooms by putting 
up prices reducing discounts. - 

The trend was particularly marked in London where 
room prices rose by 1L5 per cent to £76.42 despite a 1.3 
percentage point drop in average occupancy rates to 84J5 
percent. Scheherazade Daneshkhu 
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Inflation down to target level 

A freak drop in food prices 
and record-breaking dis- 
counts in the January sales 
helped push inflation down 
to the government’s target 
rate of 2^ per cent last 
month. Prices for clothing 
and household goods 
recorded their biggest one- 
month falls since official 
records began more than 40 
years ago. The surprise fall 
in inflation - from 2.7 per 
cent in December - caught 
the markets unawares, low. 
ering interest rate expecta- 
tions. Underlying inflation 
is the annual change in the 
retail prices index, exclu- 
ding mortgage interest payments. The annual change in 
the all-items retail prices index also fell, taking the “head- 
line" rate of Inflation to 3 .3^ per cent In January from 3.6 
per cent in December. But analysts said January's figure 
could be a one-off, flattered by an unusual fell in seasonal 
food prices and by the heavy discounting after disappoint- 
ing Christmas trading. The Office for National Statistics 
said prices this month were likely to rebound from the 
January sales. Hus year's- discounts were deeper than in 
previous years. Prices of household goods fell by 3.9 per 
cent between December and January, the steepest fall 
since 1956. - . . • . Richard Adams 
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Development minister denies snub 

Clare Short, chief minister for international development, 
yesterday denid she had been sidelined, after it emerged 
she would not be visiting.the volcano-bit island colony of. 
Montserrat Ms Short said she had no plans to visit the ‘ 
Caribbean island, indicating that Britain's role in the 
dependent territory’s relief programme was now being 
dealt with by Robin Cook, the foreign secretary. Mr Cook 
will visit Montserrat later this week. Ms Short's statement 
contradicts an announcement by George Po ulkes . a minis- 
ter in her depart m e n t, who said Ms Short would visit to 
see conditions for herseff. 1 ; . .. Liam EaUigan 
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UK IT Industry 
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Software groups look overseas for growth 

The sector has been experiencing a rerating during the past year, reports Christopher Price 


1988 90 52 M 
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A LiK company issuing shares 
to make an expensive move 
into the US would seem 
unlikely to receive a warm 
reception from shareholders. 

But when Sage Group paid 5263m 
for a rival Nasdaq-listed US 
software company two weeks ago, 
and part-funded the deal through a 
£75m rights issue, its share price 
barely missed a beat 
The software and services sector 
has been undergoing a rerating for 
the past year, a trend which has 
accelerated since December when 
the formation of the first IT index 
was announced. 

Quoted IT companies have used 
their improving ratings to fund 
deals and raise debt. The response 
is reflected in a sharp rise in the 
number or acquisitions by UK IT 
groups, which has more than 


doubled in the past five years 
according to figures from Regent 
Associates, the IT mergers and 
acquisitions consultancy. Indeed, 
in 1997 overseas acquisitions by UK 
IT companies almost equalled 
purchases of UK IT companies by 
non-UK rivals. That reverses a 
trend which has led to the largest 
10 software and services companies 
in the UK being owned by overseas 
groups. Among the flurry of deals 
undertaken by UK groups last year 
was the sector’s biggest to date, the 
5923m purchase by Misys of 
another US software business. 

Like Sage, that acquisition has 
not dented Misys’s rating: Despite 
a £350m rights issue, the shares 
have motored ahead, to the point 
where this week the company was 
being widely tipped to enter the 
FTSE 100 index - the First UK 


software company to do so. 
Investor appetite reflects the 
strong earnings growth being 
enjoyed by many in the IT market. 

“The UK market is by far . the 
strongest in Europe and probably 
on a par with the US," said Richard 
Holway, an independent IT analyst. 
“This is allowing UK companies to 
expand rapidly and look to 
replicate their success abroad." 

The strength of sterling has also 
helped. making overseas 
companies cheaper to buy and 
making UK companies 
correspondingly more expensive to 
predators in other countries. 

Peter RowelL chief executive of 
Regent Associates, said: "The 
differentials in valuation between 
UK and European IT companies 
are probably the largest in many 
years." 


Regent advised Sage on its 
expansion. Originally the biggest 
UK supplier of accountancy 
software to small and- 
medlum-sized companies, it now 
holds , similar positions in. France 
and Germany. 

"It is important that companies 
move into sectors they understand 
and in markets they can exploit," 
says Mr Rowell 

be changing management 
culture ; ’ within the IT : 
.• industry has also been 
highlighted by analysts - For 
example. Kevin Lomax, rJ^atnnan 
of Misys. cut his teeth at-Hanson, 
the acquisitive conglomerate, whflo- 
Martin Read, chief executive : of 
Logics. came from GEC Marconi, 
foe electronics giant: ' 

“Ten years ago; foe : people_ who 


ran the sector -all had technical 
backgrounds." says "Mr 'Holway.' 
“Today; they are more likely to be 
entrepreneurial businessmen."’ 

These . factors ■ have ■ all 
contributed to the current takeover 
flurry. Within this there fa gci been a 
shift in. geographical, focus, with 
the US ta k i n g over from Europe as 
the favoured destination for buying 
non-UK com panies. 

Ian Spence, an analyst at 
■ Granville Davies; the stockbroker. 

' believes -one" of foe US’s attractions 
is the lower rating of software and 
sendee companies’ tin the- Nasdaq 
market: : 

In a reverse situation to- the. 
London market, US Investors have 
attached more value: to- computer 
product companies. “They are all 
looking for tha naxt Microsoft " 
says Mr Spence. 
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NEWS: UK 



The Labour goreroment has undertaken 
a fundamental review of the role and 
structure of th&|ftriped forces. Other 
governments, also under pressure to cut 
defence spading, me watching closely to 
see how the UK adapts to meet the 
demands of the poSt-Cold War 
world. Alexander Nicoll, Defence 
Correspondent, examines the main 
themes of the study,' which the 
government hopes to complete in May - 


chiefs interrogated on costs 


key facts about Britain’s armed forces 


Defence spending 

As ft: of 
total GOP 


S ince the second weald 
war. there, have -been, 
more than 'a .-dozen 
defence reviews. JBut few can .- 
have involved such rigorous 
questioning- of fundamental 
issues as that being con- - 
ducted . by George Robertson, ’ 
the current defence minister. 

In meeting after >■. meeting 
along the dingy: /corridors of 
the Ministry of - Defence in 
London, service -chiefs are 
being asked to -ju stif y every 
person and each piece of 
equipment they say they 
need. Treasury officials anx- - 
ious to cut the £21 bn 
($35.07bnl defence budget are ; 
among the interrogators. 

Mr Robertson has been 7 
backed by Tony Blair, the 
prime minister, In his effort 
to make the review “strate- 
gic" * reshaping the military 
on a lasting basis after 
wholesale cuts which fol- 
lowed 40 years of being prin- 
cipally geared; in -partner- - 
ship with Nato allies, to face . 
down the Soviet Union. 

“This is not a cost-catting, 
exercise but a- re-examina- 
tion of our defence require- 
ments from first principles” 
Mr Robertson said last 
month. 

The tone was set by Mr 
Blair when he wrote a year . 
ago that “a strong defence 


.capability is an. essential 
part of Britain's :foreign ^pol- 
icy". The .-/'review- would 
assess overseas 1 ', comnait- 
' meats and .interests, : then 
establish how forces should 
be deployed.- He promised a - 
“coherent, stable and 
long-term approach, to the 
new conditions”.' 

These assurances encour- 
aged service chiefs to put 
their weight behind the exer- 
cise. “We must come up with 
some bright- ideas, or we will 
be sunk;” a senior officer 
acknowledged- - 
- However, .another officer 
said; although the process 
had begun by setting strate- 
gic .objectives, “the discus- 
sions now are getting -down - 
:to the last rifleman”. Negoti- 
ations on “force structures!*, 
are due to be completed by 
the end of March, after 
which the whole package 
will go to the cabinet with 
the aim of publishing a pol- 
icy paper in May. 

All involved agree that 
British forces need . to . take . 
additional steps towards 
being flexible and. rapidly 
deployable, moving further 
away from the static posture 
of the Cold War. However, 
officers say the options for 
making, economies which 
might finance new capablh- 
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ties, such as mare transport 
aircraft, are limited follow- 
ing. the drastic “peace divi- 
dend” cuts since 1990. which 
left a hi gher proportion of 
remaining forces actively 
engaged in operations than 
at any time since 1945. 

The pressure on the forces 
is unlikely to let up, given 
that the government has sig- 
nalled little change in 
Britain's role in the world. 


Mr Robertson says leading 
positions in Nato and the 
United Nations will he main- 
tained; the military must 
respond to events in the 
Gulf, Middle East and north 
Africa - asc well as protect 
the 13 dependent territories. 

The assumption is that 
British forces will hardly 
ever be sent abroad again by 
themselves, but that calls to 
take part In mul tinat ional 


forces will continue to be fre- 
quent Although the govern- 
ment can refuse, as it did 
when a force was put 
together to help Albania. 
British forces are in demand 
because very few western 
countries can truly project 
power and engage in high-in- 
tensity warfare. This capa- 
bility provides influence 
which Mr Blair is unlikely to 
throw away lightly. 


Sources lAneoy nOotencc OKS 


Ministers and defence 
experts say the world’s secu- 
rity situation has become 
less predictable and more 
volatile since the end of the 
Cold War's certainties. They 
are particularly concerned 
about terrorism and weap- 
ons of mass destruction in 
the hands of rogue- nations. 

On top of overseas com- 
mitments comes Northern 
Ireland, where the deploy- 


ment of 17.000 troops is 
unlikely to be reduced soon. 

All this means that Mr 
Robertson, in spite of his 
rhetoric about ensuring 
security for "generation zero 
of the post-Cold War world", 
faces many of the same ques- 
tions which have confronted 
governments for decades. 
Does the Royal Navy need 
new aircraft carriers and can 
it make do with fewer frig- 
ates? Does the Royal Air 
Force need so many fighter 
aircraft? Does the army need 
to keep so many troops in 
Germany? How can arms 
procurement be done more 
cheaply and more punctu- 
ally, and give the forces 
equipment incorporating the 
latest technology? 

No thing is sacred, except 
for two facts: Britain will 
maintain its nuclear deter- 
rent. housed in Trident sub- 
marines. and will buy the 
Eurofighter. However, the 
size of the deterrent, and the 
number of Eurofighters, are 
under scrutiny. 

Mr Robertson has sought 
the advice or Conservative 
predecessors (only one 
refused) as well as academ- 
ics. industrialists, retired 
service chiefs and even anti- 
nuclear activists. He has 
held three public seminars 
and appointed a panel, 
drawn from inside and out- 
side the defence world, to 
review the defence minis- 
try's conclusions. 

While this consultation 
enables Mr Robertson to say 
the review brings together 
the best available judg- 
ments, there is considerable 
pressure on him to deliver 
something significant. 

The cabinet will be 
looking for savings which 
free money for spending on 
other priorities, while the 
armed forces will look for 
the promise of long-term sta- 
bility to be fulfilled. 


CAREERS - few are eager to volunteer and many who do are unfit 


INTEGRATION - traditional barriers under fire 


Lure of appearing in uniform wanes T op strategists 


A career in the armed 
services is not normally near 
the top of most youhg 
people's job lists. “It takes a 
lot of - courage to -come 
through the door of the 
careers office", says John 
DesmoDd, army careers offi- 
cer for London. 

Maintaining the appeal of 
a career in- unif orm, and 
hanging on to people once 
they have been expensively 
trained, are high on the 
agenda for the government's 
defence review. 

Redundancies and shake- 
ups since 1990 .have discour- 


aged people from joining and 
have caused many in the. 
military, tor seek alternative 
• careers; As a psult the army 
is now 4^00 below its budr 
- geted trained strength, the 
Royal Air - Force 3,100 and 
tiie Royal Navy l.900. And, 
unlike qiany.pther European; 
nations; there has been no 
conscription' in the UK for 
more than 35 years. . 

But while numbers have 
been ~cut, commitments have 
not in the army, duty in 
Bosnia cames on top of fre- 
quent stints in Northern 
Ireland. All in the services 


complain of “overstretch" - 
too many operational assign- 
ments and too - little time 
between them. Senior offi- 
cers say the defence review 
must produce a structure 
which is likely to last Other- 
wise, they say, retention and 
morale could suffer.severely. 

Retention . is important 
because the services have to 
train their own manpower. 
Pilots, engineers and signals 
specialists are attractive to 
other employers. Bounties 
are paid to keep and reenlist 
people with certain skills. 

Soldiers on average stay 


8 Vi years. While manning 
officers want the average to 
rise by only a year or so, 
they say this requires a 
human resources package 
providing better conditions 
of service. 

They believe the army's 
recruitment problem is being 
solved and that it should be 
frilly manned by 2002. They 
are also seeking to boost rep- 
resentation of ethnic minori- 
ties, for which the govern- 
ment has set targets. 

• But this does not mean 
they are getting soldiers in 
the shape they would like - 


27 per cent of people who fill 
in the first forms in a 
recruitment office do not 
make ft into the army. 

If they pass aptitude and 
medical tests - and do not 
have recent criminal convic- 
tions or admit to using drugs 
- their level of fitness is 
often so low that they are 
sent on physical training 
courses before they can 
enlist. “They don’t come 
from an environment where 
they have had strenuous 
physical exercise,” says an 
army officer. “They have 
been eating junk food.” 


aim to turn 
forces ‘purple’ 





PROCUREMENT - the av era ge delay for each big project is pearly 3% years 

Ministers 
prepare 
attack on 
army of 
bureaucrats 

The busin essman 's question 
seemed innocuous enough. 

“What are we trying to 
achieve in this meeting?” 

But the awkward response 
from Ministry of Defence 
officials at a recent s em i n a r 
Highlighted the difficulties of 
shaking up Britain's £9bn 
(S15bnj annual weapons prpr 
curemenL The need for radi- 
cal change is not disputed. 

The ministry is smarting 
from last year's report by 
the National Audit Office 
which detailed overruns in 
cost nnd time which dogged 
procurement: 

George Robertson, the 
defence minister, announced 
a drive for “smart procure- 
ment” as part of the strate- 
gic defence review. He 
invited industrialists into a 
partnership to work out 
ways to deliver equipment 
“faster, cheaper and better”. 

It quickly became clear 
this was not just a question 
of improving buying prac- 
tices. although that in itself 
was a big enough challenge. 

What was needed, Mr 
Robertson decided, was a re- 
examination of the defence 
ministry’s entire buying 
structure, involving thou- 
sands of people. An “acquisi- 
tion organisation review”- 
was ordered and McKlnsey, 
the management consul- 
tancy, was brought in to 
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There are 14 Harrier jets on 
the aircraft carrier Invinci- 
ble in the Gulf. Seven Sea 
Harriers are operated by the 
Royal Navy and seven Har- 
rier GR7s by the Royal Air 
Force. 

The pilots and ground 
crews are separated in their 
training and career struc- 
tures, as well as in the mili- 
tary traditions of the ser- 
vices to which they belong. 

As the government's stra- 
tegic defence review seeks to 
make forces more flexible 
and cost-effective, high prior- 
ity is being put on making 
them more “purple" - the 
word used to describe mix- 
ing the colours of the navy, 
the RAF and the army. 

The point is not just to 
make savings in the £21 bn 
($35bn) defence budget, 
although officials believe 
there is scope for this. Offi- 
cials and military chiefs see 
more “jointness" as essential 
given that Britain expects to 
have to deploy multi-role 
expeditionary forces which 
integrate easily with those of 
allies. 

Important steps have been 
taken towards breaking 
down inter- service barriers. 
A Permanent Joint Head- 
quarters was set up in 1996 
able to call at short notice 
on forces from all three ser- 
vices assigned to a Joint 
Rapid Deployment Force. 

Lieutenant General Chris- 
topher Wallace commands 
all joint operations outside 
Britain, which means almost 
all those in which UK forces 
become involved. His staff of 
360, drawn from all three 


services, monitor potential 
crises and keep in contact 
with allies. Since September 
1996. British forces have 
been readied for rapid 
deployment in two 
operations against Iraq, 
including the present Opera- 
tion Bolton, two in Albania 
and two in Zaire. 

Chiefs of individual ser- 
vices deliver units to Gen- 
eral Wallace while retaining 
administrative responsibility 
for them. However, defence 
experts see scope for more 
integration, and officers say 
the PJHQ's experience so far 
has revealed the need for 
improvements. 

Rear Admiral Richard Cob- 
bold, director of the Royal 
United Services Institute, 
says more should be done 
through appointments at the 
top of the services: “I am not 
convinced the mind-set is 
sufficiently purple. There is 
still a lot of parochialism 
around.” 

He believes training 
should be made more 
common and “there is 
money to be saved in the 
infrastructure of front-line 
forces". Ministers are push- 
ing for integration of logis- 
tics of the three services, 
now run in separate organi- 
sations. 

What seems certain is that 
forces available for joint 
operations will be expanded, 
perhaps as part of a 
refocussing of the army 
away from heavy armour. A 
senior officer involved in 
joint operations said UK 
land forces were insuffi- 
ciently mobile and versatile. 


Rock 
map aims 
to woo 
young 
tourists 


The elegant stucco buildings 
in London's Montagu Square 
are sometimes noted for 
their architectural merit 
and distinguished by the 
occasional commemorative 
plaque to mark an 
illustrious inhabitant. 

But from yesterday. 
Number 34 will feature as a 
destination for rock fans 
eager to gaze at the building 
once owned by Ringo Starr 
of the Beatles, who let it to 
Jimi Hendrix, the legendary 
guitarist, before evicting 
him. 

The British Tourist 
Authority yesterday 
launched a rock and pop 
map as part of its campaign 
to attract more young 
visitors to the UK, tbis time 
by capitalising on the 
popularity of bands such as 
The Verve, Oasis and the 
Spice Girls. 

Fans of the Beatles 
already contribute 
significantly to Liverpool's 
tourism industry - worth 
£5 00m (S835m) a year - and 
the pedestrian crossing on 
Abbey Road in London is a 
well-known Beatles 
landmark. But tbe map aims 
to encourage tourists to 
visit places few would 
dream of visiting. 

These include Prestwick 
International Airport tn 
Scotland, the only place in 
Britain where Elvis Presley 
landed, which is marked by 
a Grace! and bar. It also 
includes the house in 
central Wales where Led 
Zeppelin wrote two albums, 
the tree in the London 
suburbs where Marc Bolan 
died and the club near 
London where Oasis shot 
the cover of Be Here Now. 

Anthony Sell. BTA chief 
executive, said young 
visitors held the key to 
Britain’s long-term tourism 
success. More than a quarter 
of Britain's 26m overseas 
visitors in 1996 were under 
25. They spent £2.6bn out of 
a total of £12.7bn. 

The BTA is targeting the 
youth market in the Far 
East, the east coast of the 
US and younger European 
visitors with campaigns 
which eschew Britain's 
Beefeater and Buckingham 
Palace image in favour of 
fashion, nightlife, modern 
architecture and designer 
restaurants. 

That approach bas been 
criticised by those who 
believe that it threatens to 
undermine Britain's 
traditional appeal. In a 
reference to the fashion and 
modern arts Industry, Ken 
Robinson, chairman of the 
Tourism Society, said 
recently: “Britain’s 
character and tourism 
appeal is in danger of being 
warped, not strengthened.” 

However, the BTA says 
the campaigns are working. 
Its 1996 Movie Map of 
stately homes and other f ilm 
locations was its most 
successful piece of 
promotional material and 
more than half the visitors 
to its sites said they would 
not have gone there without 
the map. Visits to places 
such as Lyme Park in 
Cheshire, the location for 
the BBC television 
adaptation of Pride and 
Prejudice, almost trebled 
after tbe publication. 

The rock and pop map 
perhaps faces a greater 
challenge. Whether it can do 
the same for the site of the 
east London petrol station 
where three of the Rolling 
Stones once urinated on a 
wall after being refused 
entry to the toilets - which 
is also on the map - 
remains to be seen. 

Scheherazade 

Daneshkhu 




earns drawn from 
Unsay, the ministry and 
ustry found a bureau- 
tic. rigid system. There, 
■e too many levels of 
rslgbt and too little 
pun lability, too much 
ance on competitive ten- 

ing. insufficient invest- 

it in the early stages of. 


programmes causing higher . 
costs later and inadequate, 
incentives and penalties for 
contractors. 

Defence companies such 
as British Aerospace had 
been urging the mini stry to 
mirror their own modern 
techniques of supply chain 
management; In keeping 
with this advice, the teams 
proposed dividing procure- 
ment into, three categories: 
large projects (some are 
shown here); smaller 
projects: and bulk items. 
Each large project would be 
managed from the earliest 
stage Tiy single integrated 
♦aawwi drawn from all Inter- 
ested parties, including 
industry. 

Officials, conscious that 
the ministry ought not to 
develop “cosy” relationships 
with suppliers, iay US 
experience has shown, such 


foams can operate effectively 
without undermining compe- 
tition. The reforms which' 
seem bound -to result will 
profoundly affect the Pro- 
curement Executive. 

Barriers will be tom down 
between those who .devise 
requirements, manage buy- 
ing programmes and support 
equipment during, its life. 
The importance of address- 
ing the whole chain is 
shown by the feet that the 
cost of supporting an aircraft 
during Its life can be twice 
its procurement price. 

While all involved believe 
reforms should produce sub- 
stantial savings, the most 
important thing for Mr 
Robertson is to be able to 
quantify them- 

Officials say each project, 
will be managed as an “open 
book", with the supplier's 
costs visible to the ministry. 


' If a contractor makes 
savings below the agreed 
price, benefits would be 
shared between seller and 
buyer. 

The aim is to enable the 
armed forces to have an edge 
in .conflict, which means at 
least staying abreast of com- 
monly available technology, 
and preferably ahead of it 
While communications in 
the commercial world have 
progressed rapidly, the army 
is using radios with 1960s 
technology and replace- 
ments have not yet. been 
ordered. 

In a procurement cycle 
lasting over 20 years - such 
as for the EH101 helicopter - 
delays occur as 
requirements and technol- 
ogy .change. The intention is 
to get “platforms" - 
vehicles, ships and aircraft - 
into service more quickly 


but to allow for regular 

updates to the systems 
within them. 

With each big contract 
providing work for many 
people in many parliamen- 
tary constituencies, politics 
inevitably takes a hand. 
Moreover, about half of the 
programmes are in collabo- 
ration with other countries, 
involving cumbersome allo- 
cation of “work-shares”, as 
in the £42bn Eurofighter 
project 

Whatever new processes 
are established in the 
review, tbe need to award 
contracts to the most com- 
petitive supplier will have to 
be addressed. Industrialists 
say that to achieve real 
savings, the procurement 
shake-up will need a strong 
figure to drive it through. 

Letters, Page 12 


TENDER ANNOUNCEMENT 

re: Interconnection or Lithuanian and West European Power Systems 
INVITATION FOR BIDS 
February 9, 1998 

Ministry ot the Economy of the Republic of Lithuania (Godimino XJ2 2000 Vilnius Lithuania) » announcing an open 
miemaiioiul lender for ■ele£ikm of a company i£mjp of companies I. which would like lo nnence the Lithuanian - 
West Europe Power Systems Interconnection Project and to implement it. The company, by- usmp its own funds, will 
ha't >o construct the required power transmits icn linn and msull other equipment. The Lithuanian Part) secures 
power delivery for j 10 year period, not less Ihan 6 TWh annually. N« a ample company »'0I be given exclusive rights 
for power exports to ihc West Europe Power Systems. 

Potential Bidders can obtain the Bidding Documents by presenting Written Application and confirmation of payment 
transfer of the bidding documents fee far 4.QUJ Lius ( 1 .000 USD) to the following address: 

Ministry of the Economy of the Republic or Lithuania 
Gedifflino 38/2 3600 Vilnius. Lithuania. 

2.1 The payments lianifer in Litas must be made to the Account N<^ ) 8AS4QQ . Bank of Lithuania. Runt. Cute Id 100. 

12 The payments transfer in US Dollars must be made to the Account No 2 332 *06 . Bank of Lithuania. Bank Code 
10 100. The Corres p onding Account of tbe Bank of Lithuania for USD payments: 

BANKERS TRUST COMPANY C'F NEW YORK 
280 Park Avenue 
New York, NY 10017 
Am No OWWS-607 

Tbe documents will be sent to the applicants in one day after receiving the request or handed over in the a.m office of 
the Ministry. The Bidding documents arc available in the Lithuanian and English language! 

The bids, corresponding to die Tender conditions, must be provided to the Ministry of Economy of the Republic of 
LilhiunUi by March 9, 1 998. 1 100 a.m. local time. 

The Bids rtiurt be provided in the English language, supplemented by the Summary in Lithuanian. 

Further utformtWion, regarding the im. Tender is provided by the Ministry of Economy of the Republic of Lithuania, 
Department of Enercy Resources, Phone f3 702l 626 916. fan: <3 702) 623 97-1. 9.00 - 13.00. and 14.00 - IS.00 hrs 
during working days. Gainer persons: NijoM Jovaisitni Kipras BnlkeviCius. 
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INFORMATION TECHNOLOGY 



Eagle Eye • Louise Kehoe 


E-mail hoaxbuster 


A warning about a damaging virus led to a useful 
website checklist of nuisance messages 


An e-mail arrived in my 
in-box last week warning 
against a damaging virus in 
messages with the title 
“join the crew". 

it looked like another 
hoax, but it is better to be 
safe than sorry. 

A call to Network Associ- 
ates (formerly McAfee; led 
me to a useful list on the 
company's website 
ft cwtp. nai. com {services! 
support', hoaxlhoax. asp) that 

provides samples of e-mail 
hoaxes - including the lat- 
est which is known as the 
Aids virus hoax. If you get 
an e-mail war ning about a 
new virus, the list is worth 
checking before forwarding 
the “warning" on to 
others. 

Perhaps the worst aspect 
of these nuisance messages 
is that they make people 
fearful of using e-mail - 
either that or people become 
complacent, thinking that 
all virus scares are hoaxes. 

Viruses, unfortunately, 
are proliferating. Indeed, 
researchers at McAfee Labs 
in Paris have just found a 
new type that attaches itself 
to Microsoft Excel spread- 
sheet files causing miscalcu- 
lations. 

So far. the virus has been 
found only in Frencb- 
language versions of the 
program, but Excel users 
everywhere should be on 
the alert. An antidote is 
available free of charge 
at Network Associates' 
beta web site 
(http:HbcUi.nai.com). 


similarly, were reluctant to 
invest in technology that 
might turn out to be tomor- 
row's Betamax. Only about 
30 per cent of ISPs installed 
either type of 56K equip- 
ment. And PC manufactur- 
ers were caught in the mid- 
dle too. 

Now an official, if prelimi- 
nary, standard has been 
achieved with the backing 
of the International Tele- 
communication Union. But 
the modem makers are still 
bickering. 

Different implementations 
of the new V.&O standard 
may not be interoperable, 
some are warning. They 
want competitors to join in 
conducting tests before 
launching new “standard- 
compliant" products. 

Or could they be trying to 
delay the launch of this new 
generation of 56K modems 
to give themselves time to 
catch up? It’s hard to say. 

What can computer users 
expect? More confusion in 
the short term, it would 
seem. However, within a 
few months “standard" 
modems should be widely 
available, resolving the 
issue once and for alL So 
much for the advantages of 
competition. 


a painless and amusing way 
to extend your knowledge. 

The daily tips service, 
which is about to launch a 
UK/ Ireland version, has 
attracted more than 500,000 
users in North America and 
Australia since it was intro- 
duced last s umm er. 

The no-fee services 
(wine, dummiesdaily. com). 
published by PC World and 
IDG Books, enables sub- 
scribers to choose from s 
dozen topics. Tips are avail- 
able on the use of Micro- 
soft’s Word and Excel and 
Outlook Express, among 
other widely used programs. 
There are basic tips on how- 
to use Windows or the inter- 
net as well as a "Nerd word 
of the day" for those who 
want to learn tech-speak. 
The tips are good enough to 
make skipping over "spon- 
sors’" adverts worth the 
effort. 


addresses for the world 
wide web, suggested two 
definitions. The second. 
I ANAL, was “I am not a 

lawyer”. 


If you are a “learn as you 
go" PC and internet user. 
“Dummiesdaily” e-mails are 


Modem makers have finally 
agreed to a standard for 56K 
modems, clearing up a 
messy situation in which 
backers of two competing 
and incompatible technolo- 
gies were battling for 
supremacy. 

It was a lose-lose game for 
all concerned. 

Consumers and corporate 
buyers were unsure which 
type of modem to buy, so 
many sat on the sidelines. 
Internet service providers. 


Describing the 
problem could be 
automated if PCs 
contained a chip 
that recorded 
your last several 
moves and 
transmitted 
them 


Talking of jargoD. some- 
times it seems that the most 
profligate products of the 
high-tech industry are the 
abbreviations it creates to 
describe various compo- 
nents. systems, software, 
organisations and stan- 
dards. For translations. 
Mountain Data Systems’ 
abbreviation and acronym 
finder ( mow.mtnds.comfaf) 
is a great resource. 

With more than 46,000 
listings, it can usually come 
up with a selection of possi- 
ble meanings for the three- 
or four-letter codes that 
anybody who has time 
enough to plough through 
technical papers must 
surely be familiar with - 
except you or me. 

Plugging in a few letters, I 
found more than a dozen 
definitions for DSP - a 
semiconductor term for digi- 
tal signal processor. The 
ISOC - Internet Society - 
seemed to be unique. How- 
ever. LANA, which can 
stand for the controversial 
“internet assigned number 
authority” that dictates the 
distribution of internet 


Who you gonna call? Frank 
Gill, head of Intel’s network- 
ing products division, aims 
to create the ultimate PC 
user’s helpdesk. 

He envisages a service 
that would respond, to all 
types of user problems - 
from how to create horizon- 
tal slides using PowerPoint 
to how to rescue a hard disk 
that has crashed or a net- 
work that refuses to com- 
municate. 

The first 15 minutes that 
most users spend on the 
phone to a PC or software 
service representative are 
typically spent describing 
the problem, he notes. 

This exchange of basic 
information could be auto- 
mated if PCs contained a 
chip that recorded your last 
several moves and - upon 
request - transmitted them 
to a remote support ser- 
vice. 

A lot of time and cost 
could be saved in finding 
the solution to your prob- 
lem. Gill suggests, and the 
technology could make 
moderately priced remote 
support services economi- 
cally feasible. 

Details are still being 
worked out. but Intel is 
expected to roll out the first 
elements of an online PC 
support service within the 
next two to three 
mouths. 

It could be the beginning 
of a big new business for 
Intel and a new way for 
small businesses and 
professionals to ensure that 
technology ‘‘insiders'* are 
always available to 
help. 


Share your views in the 
Eagle Eye discussion group 
on the FT web site 
(toww.FT.com) or contact 
Louise Kehoe by email on 
louiseiaFT.com 



Our speciality is high-speed delivery - not pizzas 
or hamburgers, but desperately-needed food. 
The World Food Programme is the 
United Nations' front-line agency in 
the fight against hunger. For victims 
of war or natural disaster we get sup' 
pHes where they're needed - fast 
More than fast, we’re efficient too. 


WFP 


Last year we fed over 45 million people, including 
half the world's refugees. Once the emergency 
is over, we help individuals and commu- 
nities rebuild their lives by becoming 
self-reliant Yet every day hunger still 
(dlls lljOQG children under-five. With 
your help this is one battle where 
there will be only winners. 


World Food Programme 


To find out more about tow you on help the world’s hungry, visit our website at mm wtp.org or write to us Jt 
Work! Fool Programme, Via Cesare Giulio Viola 68/70, Pare? dei Madia, 00145 Rome, Italy 


Electronic exchanges - Nicholas Denton 


Web 


Two software 
ventures hope 
to speed up 
searches for 
information 


X ML, an embryonic 
new standard for 
marking up web 
pages, sounds like 
one of those abbreviations 
beloved of developers and 
irrelevant to the rest of the 
world. And Junglee and web- 
Methods, two US internet 
software ventures, are 
hardly household names. 

But they warrant a closer 
look. XML - short for exten- 
sible markup language, an 
equally unfriendly term - 
could unlock the true poten- 
tial of the web: It is set to 
revolutionise searching for 
information, but that is the 
least of it. 

The new language is the 
key to creating electronic 
exchanges, as efficient as 
those on which securities 
are traded, for everything 
from jobs to news to elec- 
tronic components. And soft- 
ware from companies such 
as Junglee and webMethods 
could help businesses 
achieve this internet nir- 
vana, the frictionless econ- 
omy, sooner rather than 
later. 

In the process, they, and 
the internet marketmakers 
to which they supply tech- 
nology, have the chance to 
take centre stage in the 
internet economy. These are 
ambitious claims for two 
companies with fewer than 
100 employees and four 
years of existence between 
them, and a standard which 
was only this week approved 
by the W3C, the committee 
which determines the basic 
rules of the internet. 

To justify them, one must 
understand the potential and 
the inadequacy of the inter- 
net as it is now. The existing 
language in which web 
pages are written, hypertext 
markup language or html for 
short consists of tags which 
are invisible to the viewer 
bat tell internet browsing 
software such as Netscape 
Navigator or Microsoft's 
Internet Explorer how to lay 
out a page. They determine 
the location, size and font of 
the text for instance. ' 

This standard, by giving 
online publishers and read- 
ers a common language, has 
triggered an explosion of 
content on the internet. 
More business information is 
available more widely than 
ever before but, as any inter- 
net user is only too aware, ' 
the medium is chaotic. 

Search engines can find 
sites containing certain 
words, but rarely the results 
a user is looking for. For' 
instance, a search on Yahoo! 
for jobs and Chicago turns 
up 39 sites; on Altavista 271. 
Most of these responses are 
irrelevant and the internet 
user has to go through the 
remainder one by one. 

XML promises a more 
sophisticated way to organ- 
ise data. It is a system for 
introducing new tags, 
embedded in a web page and 
still invisible to the viewer, 
which define not just how a 
word or number should be - 
displayed but also what it is. 
So, in a simple example, a 



newspaper's online site 
could be marked, up to iden- 
tify which blocks of text are 
headlines, which are summa- 
ries and which repre s e nt the 
author’s . byline. A search 
engine could -then look for 
ail articles by a particular - 
writer, for instance. 

The applications , in busi- 
ness are manifold! if banks. 
flrfrnpfl the mortgage ; rates 
on their web sites with XML. 
tags, a would-be financial 
services agent could collect 
these numbers and give the 
consumer a way to find the 
cheapest loan without labori- 
ously browsing through dot 
ens of sites. 

There are a couple or, 
hitches. One is the possibil- 
ity that suppliers, fearful 
that profit margins will be 
eroded by such transparent 
competition, will oppose 
internet marketmakers. 

The other problem is that 
publishers and marketers 
will begin to rewrite their 
web pages in XML only 
when there, are applications 
which take advantage of the 
language. Conversely, these 
applications . may only 
emerge once enough sites 
use XML to make it worth- 
while to collect data. 

Enter Junglee and web- 
Methods. which, in essence, 
translate todays web . pages 
into tomorrow’s. Junglee 
says its “virtual database” 
technology makes web pages . 
and ‘ other disorganised 
sources, -estimated to 
account for 90 per cent of the 
world's data, behave as an 
extension of relational data- 
bases. the huge, orderly com- 
puter. filing cabinets 
designed by companies such 
as Oracle. 

WebMethods’ invention. 
Web Interface Definition 
Language or WIDL. is a sys- 
tem for deciphering web 
pages which the company is 
seeking to turn into a stan- 
dard. 

Obscured b y the abbrevia- 
tions - VDB, WIDL and oth- 
ers - is a relatively straight- 
forward technique. Software 
from Junglee or webMethods 


allows anyone collecting. - 
"aggregating” in web speak 
- data from several sources 
to define a set of rules speci- 
fying how each web 'site is 
designed and structured. . 

A headline on a hews site; 
for example, might be in the 
Times Roman font, bold, 
with a point size of 14, and 
marked accordingly in himL; 
An aggregator of news 
would define a setting for 
that site - Junglee caUs this 
a "wrapper” and -webMeth- 
ods an “interface” - to cause 
text in that format, to. be 
entered into the “headline" 
box within a traditional 
database. • J 

The trick is alrea^bieing 
used^n dozens of waysT-Jdn- 
glee, a venture foecffiSsd -by 
Standard University acad^mr 
ics Which has focused sofor 
on the J6bn US.emplQyntBut 
listings market, has paSna-“ 
tairingiy - defined the charac- 
teristics of 700 sources for 
appointments. Each of these 
sources has its own way of 
displaying the 21 attributes, 
such: jts job title, location 
and salary,' that together 
make up sm entry. ‘ 

The jobs database Junglee 
creates by aggregating and 
organising the 'scattered 
information, is not marketed 
under its own name, but 
takes a cut from partners’ 
revenues. “The goal is not to 
be the king, but to be the 
kingmaker,” says Venky 
Harinarayan. rice-president 
for business strategy, one of 
the Indian-bora Stanford 
engineers who founded Jun- 
glee. 

Junglee’s software is being 



used by newspapers. such as 
the Washington Post, the 
company's main financial 
' backer. 7 . to enhance their. 
. in-house job classifieds. For 
the user.- this means the abil- 
ity to search, for instance; 
for all. computing jobs pay- 
ing more than 560,000 within 
10 mfles of Chicago, a query 
which would flummox a 
standard search engine. 

Among webMethods' cus- 
tomers. meanwhile, are two 
Wall Street institutions 
which wished to save ana- 
lysts’ time. Per information 
about a company, an analyst 
might typically check the 
corporate website, the Secu- 
rities and Exchange Com- 
mission's Edgar database, 
and a stock quote web site. 
With a webMethods inter- 
face 'to those sources, the 
information can be har- 
vested automatically and 
presented In an integrated 
fashion. 1 

In principle, the spread of 
XML should make obsoles- 
cent the wrappers from Jun- 
glee and interfaces from 
webMethods which translate 
ordinary web pages into 
structured data. But, even 
-with the boost that these 
translators will give to XML. 
it is expected to be several 
years before web pages are 
written Jn the language. 

The specialised vocabu- 
laries for each different mar- 
ket - location or city in a job 
ad. for instance - still need 
to be determined, and they 
may vary. “In same spaces, 
particularly the highly com- 
petitive ones, it seems 
unlikely that players .are 
going to agree on the same 
tags, and so you will still 
need someone to mediate,” 
says Phillip Marrick. presi- 
dent of webMethods. . 

In any case, by the time 
XML is ubiquitous and 
translators redundant, the 
electronic - marketmakers 
emerging out of today’s tan- 
gled web will be firmly 
established.- And standing 
behind these new electronic 
exchanges may be Junglee 
and webMethods. 





Millennium Watch • Tom Foremski 


Computer experts want a moratorium on IT 
plans until the Year 2000 problem is solved 


With time running out for 
implementing a full-blown 
solution to the Year 2000 
problem, leading US 
computer consultants are 
urging companies to impose 
a moratorium on new 
information technology 
projects until their . 
miUennium problems are 
solved. 

Ed Yourdoo. a widely 
respected US computer 
consultant and author of the 
book Time Bomb 2000, is one 
of a growing number of 
computer experts 
advocating such an 
approach, as the last 
remaining strategy for 
many companies. 

Mr Yourdon recently 
wrote a column in the 
leading US trade magazine 
Computer-world that called 
for a moratorium on new IT 
projects. “I received only 
one e-mail and was told I 
was crazy, that companies 
could not impose a 
moratorium because of the 
competitive issues in 
developing new systems. 

But this is short-sighted - if 


your business stops because 
you haven’t fixed your ’ 
systems, that is your main 
competitive issue,” he says. 

His stance represents a 
radical call for action, and - 
one that wifi be hard to . 
accept since only about 20 
per cent of large companies 
in the US are some way into 
their Year 2000 


programmes. . . 

“I agree with Yourdou’s ’ 
call for a moratorium bat 
hjs is a lone voice In the 
wilderness, ” says Joel 
Henderson, a computer 
consultant and . 
vice-chairman of US-based 

Transcend 2000. 

“The problem is that most 
IT managers have little 
knowledge about their 
legacy systems, or even . __ 
understand how they work.' 
They don’t realise how . , 
modi work Is Involved in 
firing than.” 

The reasoning for a 
moratorium is (hat most 
companies have 
underestimated the Scope of 
tiie Year 2000 fix. There is 
not enough time to 
undertake from scratch a 
“date expansion” project; as 


: opposed to implementing a- 
less complete solution; - 
because' of the programming, 
and testing time involved. ' 

There Is also not enough 
time to replace legacy' 
systems with Year 2000 - 
compliant client/server . 
systems such as those from 
SAP, PeopleSoffc. Oradeand' 
Baau, because these projects 
can take two or more-years . 
to complete. 

CaQs for a moratorium 
will be met with heavy 
resistance, says Mr 1 
Henderson, because 
programmers want to work 
on new projects which help .' 
them develop their 
knowledge of the latest V 
technologies. 

With a shortage of.". 

■' programming staff, many : 
companies will be afraid of 
losing employees if they 
force them to work bit Year 
2000 projects. ; ' . 

Capers Jones, head of US . 
consultancy Software i 
Productivity Research and 
author of The Year 2000- ' ' 
Software problem, supports a 
moratorium and includes a 
chapter on the subject In big 
book, “I recommend that - v" 


companies allocate about 15 
per cent of their resources 
on emergency maintenance 
and the rest on Year 2000 
projects, depending on haw 
far along- they are in fixing 
their legacy systems,” he 
says! 

..If the calls for a 
moratorium are followed, it 
will affect the revenues of 
many compater.hardware 
and software companies 
because customers, will 
postpone installing new. 
computer systems and 
implementing emerging 
technologies in areas of . . . 
client/server, network . 
computers; Java application 
development and internet 
related projects. 

Mr Jones has proposed 
several radical ideas to help 
address the tnfllehrrim q 
bomb issue. One te a 
proposal that USantrtrust 
lawsbecbangedtoallow ... 
large companies to 
collaborate wiffreach other . 
aml-y^thkDppitesapn. ' 
solutions for fhe problem. 
Ghkagesin antitrust laws " 
would protect, those 
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I t will be no surprise if the ' 
main reaction to Mosley — 
the four-part dr ama about 
tbe leader of the British 
Union of Fascists; in the 
1930s, written by Marks and 
Gran, and starting on Channel 4 
tomorrow evening ■=■ is. that it is. 
too easy on the man. Received 
wisdom Is that Oswald Mosley 
was a right-wing monster who. 
had he succeeded in gaining 
power in. Britain, wouldhave 
thrown in his lot with Hitler and 
Mussolini and enthusiastically 
sent Jews and trade unionists to 
concentration camps. 

Bracketed with this belief is 
the conviction that the English 
aristocracy - was riddled, with 
Nazi sympathisers:, look' at 
appeasement, look -at the. Mi t- 
fords: and Mosley actually- mar- 
ried Diana Mitford. ‘ ^ ' 

But if yon watch all fonrSparts 
it is difficult to avoid tljefielmg 
that Marks and Gran^ Jewish, 
and known as comedy writers - 
have researched their subject 
exhaustively and concluded that 
matters were Just not as simple 
as that. The first mention of fas- 
cism does not occur until the end 
of Episode 3. Up to .that. poiDt, 
the writers are preoccupied with 


ARTS 


Television 1 Christopher Dunkley 


A womaniser in a black shirt 


. exploring Mosley’s patriotism, ' 
compassion, arrogance, egotism, 
political expediency, hut above 
all his womanising. It seems that 
Mosley even managed to seduce 
his fiancee's stepmother while 
arranging his first marriage. 

With creditable honesty, a par- 
allel is implied between the' para- 
dox in Mosley's . love-life” (he . 
adored- his first wife," Cynthia 
Curzou, even though he chased , 
other women) and his compli- 
cated politics. It is never 
explicit, ^ "but the Hint is that hav- ■ 
tog been a Tory, an independent, 
and then a favourite son of Ram- 
say MacDonald's Labour party, ' 
Mosley ; may have come to . fas- 
cism more through pragmatism 
than conviction; and that, 
although, he did believe, tike 
Michael Winner, that “Democ- 
racy is a whole lot of people 
doing what I tell them", had: 
posh- come to shove, he would 


not' have bad the stomach for 
jackboot oppression on a 
national scale. This is the best 
thing Marks and Gran have done 
since The New Statesman in 
1987, and that, too, was con- 
cerned with politics. 

* 

It Is becoming clear that televi- 
sion’s great digital revolution is 
not going to mean new high 
quality programmes. Anyone 
who imagined that 400 channels 
- well, all right, 150 channels 
then - of digital TV would have 
to mean new dr ama, fresh docu- 
mentaries, original current 
affairs, or even different movies 
or sport, lias another think com- 
ing. 

As with other technical 
changes in the industry over the 
last 10 years, we shall see tbe 
existing material stretched fur- 
ther, and in some cases removed 
from the present cheap outlets to 


be re-marketed at greater cost to 
the viewer. 

Thus 60 of those 150 channels 
will be used solely to ensure that 
viewers are never more than 10 
minutes away from the next 
start time of each of tbe week’s 
five main movies, given that you 
need 12 channels to run a 120- 
minute movie every 10 minutes. 

Under this modest scheme, you 
will pay about £3 a movie, hav- 
ing first supplied yourself with a 
decoder (worth about £400) 
which, it is said, will be sold for 
a heavily subsidised £200. There 
Is talk of transmitting not only 
BBC! and BBC2 on the digital 
services, but of creating a BBC3 
by mixing bits of BBC1 and 
BBC2 together. Indeed, re-com- 
bining programmes from exist- 
ing services to make “new'* 
channels appears to be one of the 
main ideas for digital television. 

It seems that we saw the best 


programmes of which television 
is capable 20 or 30 years ago. 
The biggest effort since then, led 
by Rupert Murdoch with his Sky 
empire, has been directed 
towards squeezing a bigger 
profit out of existing material. 
All Murdoch’s channels put 
together create mnch less origi- 
nal programming than the BBC's 
two networks. 

Apart from Sky News, an ade- 
quate service ran on a shoe- 
string, there is little that Sky 
can point to in the way of pro- 
gramme origination. They take 
sport organised by other people, 
and sell it to tbe viewer at a 
price many times what it was 
only a few years ago. Sky One 
consists almost entirely of 
secondhand programmes bought 
from American backlists. Words 
such as “Gold" and “Choice” and 
“Classic” feature more and more 
in the drive towards television’s 


millennial revolution, and they 
all mean the same thing: repeats. 
* 

Tbe doaps, documentary soaps, 
are showering down. After 
learner drivers, hotel staff and 
holiday reps last year, we have 
already had cruise ship person- 
nel this year, Pleasure Beach is 
watching the people at Blackpool 
funfair on Mondays, and tomor- 
row sees the start of Superstore 
on BBC2. 

This six-part series goes 
behind the scenes at Tesco's in 
Banbury, Every time one of 
these series starts, the hope is 
that it will be another The 
House, which blew the gaff on 
Covent Garden opera honse. But 
where Covent Garden boss Jer- 
emy Isaacs, former bead of Chan- 
nel 4, gave the cameras a free 
rein. Tesco's has clearly been 
more circumspect. Watch every 
minute of all six episodes and 


tbe most “revealing” moments 
are when Lucas, the shelf-stacker 
with ambition, but also with atti- 
tude, mutters something vaguely 
disrespectful about the manage- 
ment. Yon bear little that you 
did not already know, or had not 
already guessed, about the run- 
ning of supermarkets. 

* 

Labour spin doctor Alastair 
Campbell, late of tbe Daily Mir- 
ror, has said that tbe BBC is a 
“down-market, dumbed down, 
over staffed, over bureaucratic, 
ridiculous organisation”. What 
can we learn from this? 

First, that the BBC has finally 
ended its disgracefully long 
“honeymoon” with the new gov- 
ernment and started to do the 
proper job or journalists once 
again. Second, that if politicians 
appoint tabloid journalists in an 
attempt to spin and control their 
image, they run the risk of 
reducing tbe national debate to 
the level of tabloid headlines and 
fatnous sound bites. 

To hear a politician's month- 
piece using the phraseology of 
the Mirror back bench to con- 
demn tbe BBC for “dumbing 
down” is positively post-modern- 
ist in its irony. 



Unique theory on a lovers’ tangle; Scottish Opera’s ‘Cosi fan tntte’ 


Rill Cooper 


I t is opera buffs' exam 
time again. You have 
chosen Cost fan. tutte as 
your specialised subject 
and have three hours to 
come up with an interpreta- 
tion that throws a hew slant 
on the opera, starting now. 

Hands up - who said there 
was none left? After all the 
ingenuity expended on the 
subject by opera producers 
worldwide, one might have 
thought that every twist in 
this comedy had been ratch- 
eted to breaking-point, every 
psychological dark corner 
peered into. But Stewart 
Laing, producer of Scottish 
Opera's new staging which 
opened in Glasgow last 
Thursday, has managed to 
submit a theory uniquely his 
own. 

Enter Ferrando and Gug- 
lielmo as irritating teen- 
agers. one a sixth-form swot 


Opera / Richard Fafrman 


Growing up with Cupid 


with school tie askew, the 
other thick and brash and 
straight off the rugby field. 
Wben they take on the. chal- 
lenge to deceive their girl- 
friends, who do they come 
back as in disguise? Why - 
as Don Alfonso, of course, 
with the same grey hair 
swished to the side, the same 
neat moustache, the same 
middle-aged gaudy blue shirt 
and tired suit, 

. In case anybody missed 
the point this Cost fan tutte 
is a parable about growing 
up, of moving from a state of 
youthful innocence to adult 
cynicism. . It is certainly a 
valid idea (every Cost worth 


watching must show its four 
young lovers learning this 
lesson), • but Laing is 
heavy-handed with it dou- 
bling his perceptions with 
symbolism, lighting them up 
in neon. 

A big, pink Cupid's arrow 
flashes as bright as a Durex 
sign every, time a character 
thinks about falling in love. 
The evening serenade fea- 
tures transvestites of both 
persuasions and illuminated 
pints of beer that come up 
through the floor. 

This is a production with a 
split personality. On one 
side, in pseuds’ corner, is a 
horribly arty piece of stage- 


craft. set in a depressiugly 
claustrophobic unit set clut- 
tered with symbolic mirrors 
and Freudian holes, de- 
signed by Aldona Cunning- 
ham. On the other, sadly 
never allowed to get the 
stage to itselL is a bright- 
eyed comedy of loveable 
young people, charmingly 
acted and brought to life by 
a winning musical perfor- 
mance. 

The two male leads work 
especially well together. 
Peter Mattei, the young 
Swedish baritone who has 
been talent-spotted by Scot- 
tish Opera, enjoyed himself 
as the immature, self-ob- 


sessed Guglielmo and sings 
his music very welL Iain 
Paton was stretched a bit by 
tbe more dramatic parts of 
Ferrando’s role, but was 
fresh, sensitive, engaging in 
the rest Lisa Milne played 
the raunchy Despina and 
Donald Maxwell, a true stage 
pro. left no doubt that he 
held the strings as Don 
Alfonso. 

The two women - Claire 
Rutter as Fiordiligi and 
Michelle VValton as Dora- 
bella - were for once over- 
shadowed by the men, 
though in themselves they 
made a nicely differentiated 
couple. Rutter's soprano has 


strength and vitality, but not 
quite the deeper lyrical 
warmth needed for “Per 
pieta". 

That was also the one 
quality missing from Nicho- 
las McGegan's invigorating 
direction from the pit His 
speeds may be swift, but 
McGegan digs into the 
rhythms, not just skate- 
boarding over the music like 
some other period-instru- 
ment based conductors. 

At the end, the wedding 
gifts presented to the two 
couples - washing machine, 
microwave, toaster and 
other symbols of middle- 
aged weariness - blew up 
and the pink Cupid's arrow 
flashed happily again. 

Is young love really trium- 
phant in Cosi fan tutte after 
all that has happened? You 
have three hours, starting 
from now. 


Opera /Stephen Pettitt 

Return of the 
salacious king 


W hen it first hit 
the stages late 
in 1930. Arthur 
Honegger's 
operetta Les aventures du roi 
Pausole was such a success 
that it ran for almost 500 
performances. But tbe 
chances that such a rather 
slight, albeit fairly salacious, 
piece of nonsense, with 
music to match, would fix 
itself in the repertoire for- 
ever and a day was always 
slim. Tbe work had more or 
less disappeared without 
trace - no convenient plot 
resume in Tbe New Grove 
Opera, even - before this 
rescue act by the entetpris- 
ing Strasbourg-based Opera 
du Rhin. 

Designed by Jean-Pierre 
Vergier in the suggestive 
curves and gaudy colours 
that would look well in a 
Soho sex parlour, this farce, 
on a story by Pierre Louys. 
was apparently intended in 
the first place for Debussy - 
a curious thought. Pausole. 
played with a wonderful 
sense of the absurd by Rene 
Schirrer. is a genial and lib- 
eral king in whose Mediter- 
ranean kingdom of Try- 
pheme there are two rules: 
do not annoy your neigh- 
bours. and besides that do 
what pleases you. 

He has 366 wives, one for 
every night of the year and 
an extra for leap years. 
Tonight it is the turn of 
Diane (Sonia de Beaufort) to 
be queen, and how she is 
looking forward to it after a 
year of frustration. But com- 
plications ensue when Pau- 
sole's teddy-bear clutching 
daughter Aline (Laurence 
Janot) elopes with another 
woman, tbe transvestite 
dancer Mira belle (Doris Lam- 
preebt;, believing her to be a 
man. Pausole follows in pur- 
suit. more for the holiday 
than anything else. 

All, needless to say. is set 
to rights at the end. when 
Aline hooks up with Giglio, 
the king’s page (Didier 
Henry) following some 
bizarre bedroom-bopping, 
which includes a liaison 
between Diane and Mira- 
belle, and Mirabelle and the 
eunuch Taxis, the butt of tbe 


king’s and everyone else's 
derision, all put-upon and 
hysterical, but mischievous 
and loveable. Thomas Morris 
plays him engagingly. 
Finally, Pausole abdicates, 
frankly grateful for a rest 
from his regal sexual duties. 

Inevitably, this non-fluent 
French speaker missed more 
than a few jokes in the 
quickfire dialogue (one pun 
about I'eau de Id and I'au- 
delh was kindly explained in 
advance), but what was 
plain to anyone with eyes to 
see was tbe slick stagecraft 
at work in Georges Lavau- 
dant's fine production. 
Lavaudant consciously 
attempted to find singers 
who were first and foremost 
malleable actors, and conse- 
quently there were no great 
voices on show, though nei- 
ther were there any bad 
ones. 

T he Orchestra Sym- 
phonique de Mul- 
house. under tbe 
direction of Marc 
Trautmann. is far from 
being the world’s best band 
- some scratchy string tone 
and unsophisticated wood- 
wind timbres showed as 
much. They nevertheless 
played with crisp ensemble, 
clearly enjoying the infec- 
tious spirit of the music, 
whose eclectic style veers 
with glorious freedom, but 
with Honegger's meticulous 
craftsmanship always in evi- 
dence. between blatant pas- 
tiche d la Offenbach, the 
overtly sentimental, and the 
modernistic. 

This season Strasbourg's 
audiences have already seen 
another, rather different 
harem opera. Mozart’s Die 
Entfuhrung aits dem Serail, 
part of a programme that 
includes Macbeth, La 
Bohcme. La Cenerentola. A 
Midsummer Night's Dream , 
Tchaikovsky’s The Maid of 
Orleans and Aribert Rei- 
m ana's Strindberg-based Die 
Gespenstersonate. They 
lapped up this saucy diver- 
sion with joyful eagerness. 


Les aventures du Roi Pau- 
sole. Opera du Rhin, Stras- 
bourg. 
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■ AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
Muziektheater 

Tel: 31-20-557 $911 
Die WalkQre: by Wagner- New 
production conducted by 
Hartmut Haenchen in a staging 
by Pierre Audi; Feb 11 , 15. 


■ BERLIN 

OPERA 

Staatsoper unter den Linden 

Tel: 49-30-2035 4555 ■ 
vtww.staatsoper-beriin.org, 
Falstaff: by Verdi. New 
production conducted by Claudio 
Abbado in a staging by Jonathan 
Mill®-- Ruggero Raimondi sings 
the title role; Feb 15 


■ EDINBURGH 

EXHIBITIONS 

National Gallery of Scotland 

Tel: 44-1 31 -$24 6300 
Discovering the Italian Baroque: . 
The Denis Mahon Collection. 
Consisting of 1 7th and 1 8th 


century works by Italian painters 
including Guercloo and 
Domenlchino; ends on Sunday 


■ FRANKFURT 

CONCERTS 

Aite Oper 

Tel: 49-69-134 040Q 
Chamber Orchestra of Europe: B. 
A Zimmerman 80th birthday 
concert, conducted by Heinz . 
Holliger. With oboe soloist 
Douglas Boyd: Grosser Saak 
Feb 11 


■ GENEVA . 

CONCERTS 
Victoria Hall 
Tel: 41-22-317 0017 
Orchestra de la Suisse Romande: 
conducted by Fablo Luisi In 
works by Honegger and Britten. 
With piano soloist Markus 
Schirmen Feb 11, 12 


■ GLASGOW 

OPERA 

Theatre Royal 
Tel: 44-141-332 9000 
Scottish Opera: Cosi fan tutte: by 
Mozart. New production by ' 
Stewart Laing, conducted by 
Nicholas McGegan; Feb 11, 14 


■ HELSINKI " 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 2211 
Come back, Gabriel: worid 
premiere of llkka Kuusisto’s new 
work based on the true story of a 
confidence trickster who preyed 
on lonely women. Conducted by 


the composer in a staging by 
Jussi Tapola, with designs by 
Anna Kontek; Feb 13 


■ LISBON 

CONCERTS 

100 Days Festival, Expo *98 
Opening Gaia Concert the 
three-month introduction to Expo 
*98 begins with a piano recital by 
Maria JoSo Pires; Main 
Auditorium, Centro Cultural de 
Betem; Feb 11 

OPERA 

100 Days Festival, Expo '88 
Kirov Opera: Sadko by 
Rimsky-Korsakov; Teatro 
National de Sao Canos: 

Feb 12, 13 


■ LONDON 

CONCERTS 
Barbican Han 

Tel: 44-171-638 8891 
Alfredo Kraus: recital, with the 
Royal Opera House Orchestra 
conducted by Paul Wynne 
Griffiths; Feb 11 

OPERA . 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 
Xerxes: by Handel. Conducted by 
Noel Davies in a production by 
Nicholas Hytner, revived by 
Emma Jenkins; Feb 11, 13 

Shaftesbury Theatre 

Tel: 44-171-379 5399 
The Royal Opera: II barbfere di 
Srviglia, by Rossini- New 
production staged by Nigel 
Lowery and conducted by Bruno 


Campane/la; Feb 12. 14 


■ LOS ANGELES 

OPERA 

1_A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laopera.org 

Samuel Ramey: recital by the 
bass including arias from 
Gounod's Faust Berlioz’s 
Damnation of Faust and 
Stravinsky’s The Rake's 
Progress. Accompanied by 
pianist Warren Jones; Feb 12 


■ MADRID 

EXHIBfTTONS 
Fundacfd “fa Caixa” 

Tel: 34-1-435 4833 
Rembrandt The Human and the 
Natural Landscape. Previously 
seen in Barcelona, this exhibition 
comprises 91 etchings from the 
Rembrandt House Museum in 
Amsterdam; from today to Apr 5 


■ MILAN 

OPERA 

Teatro alia Scala 

Tel: 39-2-88791 
www.lascafa.mrlano.it 
Die ZauberfkSte: by Mozart 
Conducted by Riccardo Muti in a 
staging by Roberto De Simone. 
With sets by Mauro Carosi and 
costumes by Odette Nicoletti; 
Feb 12, 14 


■ MUNICH 

CONCERTS 
Philharmonie Gasteig 
Tel: 49-89-5481 8181 


Symphorrieorchester des 
Bayerischen Rundfunks: 
conducted by Lorin MaazeJ in 
works by Brahms; Feb 13 

EXHIBITIONS 
Haus der Kunst 
Tel: 49-89-211270 
Arnold Bficklin, Giorgio de 
Chirico, Max Ernst: Journey into 
the Unknown. Selection of 130 
paintings, collages and sketches, 
previously seen in Zurich; to 
May 3 


■ NEW YORK 

EXHIBITIONS 

Metropolitan Museum of Art 

Tel: 1-212-879 5500 
www.metmuseum.org 
Paul Strand, Circa 1916: 50 rare 
prints by the American 
photographer to May 3 

Museum of Modern Art 

Tel: 1-212-708 9480 
www.moma.org 
Femand L6ger (1881-1955): 
retrospective including some 220 
paintings and drawings by the 
early modernist Having emerged 
from the Cubist revolution c.1910 
to move towards abstraction, 
L£ger returned to figurative 
painting following his experiences 
of war. The exhibition will 
emphasise the artist's 
relationship with architects, as 
well as his work for the ballet 
and cinema; from today until May 
27, then transferring to the Leger 
museum in Biot 

OPERA 

Metropolitan Opera, Lincoln 
Center 


Tel: 1-212-362 6000 
www.metopera.org 
Samson et Dalila: by 
Sa/nt-Saens. New production by 
Elijah Moshinsky; Feb 13, 16 


■ PARIS 

CONCERTS 
Salle Pteyel 
Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Christoph von Dohnanyi in 
works by Bartok, Mozart and 
Brahms. With piano soloist 
Andreas Haefliger Feb 11, 12 

Th6&tre des Champs EIys6es 
Tel: 33-1-4952 5050 
Orchestra des Champs-Bysees: 
conducted by Philippe 
Herreweghe in works by 
Schumann; Feb 1 1 

OPERA 

Opera National de Paris, Op6ra 
Bastille 

Tel: 33-1-4473 1300 
Tosca: by Puccini. Conducted by 
Jan Latham-Koenig in a staging 
by Walter Schroeter. Maria 
Guleghina sings the title role; 

Feb 13 

Opera National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
Cosi Fan Tutte: by Mozart. 
Conducted by Gary Bertinl in a 
staging by Ezio ToffoJutti; 

Feb 11, 14 


■ SAN 
FRANCISCO 

CONCERTS 


Davies Symphony Hall 
Tel: 1-415-864 6000 
www.stsymphony.org 
San Francisco Symphony 
Orchestra: conducted by Neeme 
Jarvi in works by Tubin. Lalo, 
Rimsky-Korsakov and 
Tchaikovsky. With violin soloist 
Raymond Kobler; Feb 11. 12, 

13. 14 


■ TOKYO 

OPERA 
NHK Hall 

Deutsche Open Tannhauser, by 
Wagner. Conducted by Jirj Kout/ 
Christian Thielemann in a staging 
by G6tz Friedrich; Feb 11, 14 


■ TV AND RADIO 

• WORLD SERVICE 

BBC Worid Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

9 Business/Market Reports: 
05:07; 06:07: 07:07; 08:20: 09:20; 
10:20: 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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Edward Mortimer 


E ach year in early 
February the 
defence buffs of the 
western world 
gather in Munich for the 
annual Wchrkunde security 
conference. US legislators 
proclaim their internation- 
alism. but warn that unless 
Europeans shoulder their 
share of the defence burden 
the American people will 
soon lose interest, leaving 
Europe to fend for itself. 

European ministers then 
hasten to assure Washing- 
ton of their undying fidelity, 
while politely suggesting 
that their task would be 
easier if the US consulted 
them in advance. A French 
parliamentarian, say. com- 
plains that the US is mis- 
using the alliance to impose 
its own views and peddle its 
own hardware. Finally the 
US defence secretary rebuts 
the twin charges of imperi- 
alism and isolationism, but 
warns iiis hosts to take note 
or what the congressmen 
have said. 

You might think this rit- 
ual would have died with 
the cold war. Not a bit of it 
Only the threat has 
changed. It is no longer the 
Soviet Union, but weapons 
of mass destruction in the 
hands of terrorists, or of a 
“rogue state". This year the 
rogue state has a name. 
Iraq, and a face, that of Sad- 
dam Hussein. 

William Cohen, who has 
graduated from Republican 
senator to defence secretary 
in a Democratic administra- 
tion. set out effectively the 
reasons to believe Mr Sad- 
dam has something unpleas- 
ant to hide: 

• In addition to presiden- 
i bal palaces, one of which is 
a compound larger than 
Washington DC. he has 
declared “sensitive” mili- 
tary sites off limits to UN 
inspectors. 

• He has lied persistently 
in the past, concealing vast 
stocks of chemical and bio- 
logical weapons until his 
defecting son-in-law told the 
inspectors where to look for 
them. 


War without end 

Air raids on Iraq will be worse than useless, unless they 
are co-ordinated with an Iraqi opposition on the ground 
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• Overhead photography 
shows 17 vanloads of some- 
thing being removed from a 
Republican Guard facility 
during a three-hour delay 
before inspectors were 
allowed In. 

And so on. But Mr CoheD 
did not answer the most 
awkward question from the 
floor: what happens after 
the military strike? His 
silence on this point made 
US senators' demands for 
unconditional support seem 
hysterical, and the readi- 
ness of some European min- 
isters to give it seem undig- 
nified. 

Yet Mr Cohen's silence 
was hardly surprising given 
his own remarks at a brief- 
ing on January 31: 

“To the extent that there 
is a military option, it is not 
an adequate substitute for 
inspectors being on the 
ground, having unfettered 
access . . . We should not 
raise expectations unreason- 
ably high ... I don't think 
anyone should be under the 
impression that this is 
going to be a mission which 
will accomplish the com- 
plete elimination or [Mr Sad- 
dam's] weapons of mass 
destruction, or force him to 
say he surrenders, or 
remove him from power. 
That would not be the goal 


of the United States and 
hopefully our allies in any 
sort of military operation." 

In other words, when the 
bombing is over, Mr Sad- 
dam will still be there, will 
still have at least some of 
his nasty weapons, and will 
not have accepted UN 
demands for unlettered 
access. 

So what would be the 
goal? Since no one in Wash- 
ington or London seems to 
know, it is not surprising if 
other capitals are at best 
lukewarm in their support. 
The nearest I have seen to a 
convincing answer came 
from unnamed officials 
quoted in the New York 
Times on February 1. The 
Pentagon's pl anning , these 
officials said, has focused 
"on a broader strike that 
would, if necessary, go far 
beyond weapons sites to 
include the military and 
security apparatus shoring 
up Mr Hussein's power”. 

So even if the goal is not 
to remove Saddam Hussein, 
it is to knock away the 
apparatus on which his 
power rests. What a pity 
that was not done in March 
1991. when his army was 
reeling from its defeat in 
the Gulf war and the Iraqi 
people rose up against him 
in both south and north. 
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Saddam: the name and face of the "rogue state" 


Instead the victorious allied 
army stayed in its tents a 
few miles from Basra, like 
the Red Army outside War- 
saw during the Polish upris- 
ing of 1944. while Mr Sad- 
dam’s helicopter guns hips 
mowed down the insur- 
gents. 

It became a cliche in Bos- 
nia: air cover is necessary 
but not sufficient; you also 
need troops on the ground. 
The US. understandably, 
does not like putting troops 
on the ground in other 
people's wars. But in Bosnia 
there were troops on the 
ground: Croatian and Bos- 
nian ones. The US. ignoring 
or circumventing a UN 
embargo, arranged for them 
to be equipped and trained 
until they could take advan- 
tage of Nato air strikes, win- 
ning back lost territory 
from the Serbs. 

Belatedly, the US began 
applying the same logic to 
Iraq in 1992, giving training 
and equipment to the Iraqi 
National Congress, which 
had bases and a radio sta- 
tion in the north, and 
attracted a growing number 
of defectors from Mr Sad- 
dam's army. But in March 
1995 the US refused to pro- 
vide air cover for an INC- 
offensive, preferring to back 
a group of military plotters 
based in Amman who 
turned out to have been 
infiltrated by Mr Saddam’s 
agents. As a result the 
Kurds in the north lost faith 
in the US and started fight- 
ing each other. One friction 
turned to Mr Saddam for 
assistance, and in Septem- 
ber 1996 the US polled out, 
leaving the INC to its fate. 

Reconstituting an effec- 
tive opposition on the 
ground now will not be 
easy. But it remains the 
only strategy with any real 
chance of dislodging Mr 
Saddam. Until it is in place, 
more bombs will achieve 
nothing except more suffer- 
ing. and hatred throughout 
the region for the states 
that drop them. 

Edward. Morttmen^FT. com 


Postponing euro not an option 
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From Prof Paul J. J. Weffens. 

Sir, The declaration of 155 
German economists warning 
of the euro (Letters. Febru- 
ary 9) is an important contri- 
bution to the public debate. 
But the argument in favour 
of an “orderly postpone- 
ment” is wishful thinking, 
since failure to launch the 
euro and the European Cen- 
tral Bank in 1999 will lead to 
speculative attacks, rising 
interest rates, disintegration 
and political conflicts. 

Monetary union first 
envisaged in the Werner 
Report of 1971 and reconsid- 
ered in the Maastricht nego- 
tiations should be launched 
in 1999 - otherwise it will 
have to be postponed by 
decades. After years of prep- 
aration there clearly is no 
serious political option of an 
orderly postponement 

As many of the monetar- 
ists who signed the mani- 
festo have always pointed 
out in their own research, 
the debt-GDP ratio is rather 
irrelevant for a hard cur- 
rency. The argument that 
the average debt-GDP ratio 
has increased by 15 percent- 
age points since 1991 and so 
the start of the euro should 
be postponed is not convinc- 
ing at alL 

Germany, Italy and France 
have an unemployment 
problem and this has con- 


tributed to higher debt 
ratios, but there are good 
prospects that the European 
Union’s debt-GDP ratio will 
not rise further once the 
euro and a credible mone- 
tary policy have been intro- 
duced. Low interest and 
inflation rates in euro-land 
will support the consolida- 
tion process. 

The 155 argue that the 
euro does not solve the 
unemployment problem in 
Europe and that labour mar- 
kets need to become much 
more flexible. One can only 
agree on this point, bat 
reforms can be implemented 
without and with the euro. 
Since theoretical and empiri- 
cal analysis suggest that 
reduced exchange rate vola- 
tility in western Europe will 
raise investment, the euro 
could help to overcome the 
long-term increase in unem- 
ployment in continental EU 
countries. 

More regional mobility 
and higher wage dispersion 
is needed, but also a closer 
integration of EU capital 
markets - the weakest point 
of continental EU countries 
relative to the US; and here 
the Euro and the ECB will 
help much, since it will cre- 
ate more transparent and 
more liquid markets. Includ- 
ing more dynamic venture 
capital markets. The great- 


est weakness of continental 
EU countries relative to the 
US is the lack of new compa- 
nies, especially technologi- 
cally oriented newcomers, 

plus the lack of a rapidly 

growing services sector. 

As regards the starter 
group, one should indeed 
apply the convergence crite- 
ria strictly, inclnding adher- 
ence to the exchange rate 
mechanism for at least two 
years (prior to May 1998). 
This brings the total to nine, 
so that a compact starter 
group could establish the - 
reputation of the euro and . 
the ECB successfully. With 
an initial infla tion rate of 
only 2 per cent, the starting 
date 1999 for a bard currency 
is almost ideal. 

Nobody denies that the 
start of the euro requires • - 
complementary measures, 

including reforms of the 
labour markets and social 
security policies plus a com- 
prehensive innovation pol- 
icy. Postponement of the 
euro and the ECB will not 
solve a single problem bat 
will compound the necessary 
reforms. 

Paul J. J. Welfens, 

European Institute for 
International Economic ; 
Relations, 

University of Potsdam, 
Germany. 


This 'special relationship’ is a delusion 


From Mr Michael Johnson. 

Sir. The personal warmth 
between Tony Blair and 
President Bill Clinton is wel- 
come. So is the debate they 
have launched over what 
Iraq is up to. But as Mr Blair 
flies home in a fog of “spe- 
cial relationship” cliches - 
like every British prime mm - 
ister visiting Washington - 
we should be clear that since 
Suez there is no underlying 
Anglo-American special rela- 
tionship. 

For over 40 years the delu- ' 
sion that there is has crip- 
pled Britain’s ability to 


judge its own best interests. 
The end of the cold war 
removed any particular US 
policy interest hi Britain 
except to the extent of bur 
role in Europe, as Henry Kis- 
singer made clear in a 
speech in London in 1995. . 

Politicians on both aides 
invoke a special relationship ‘ 
for opportunistic reasons: " 
the British because they mis- 
take the US for an Anglo- . 
Saxon country, and as a dis- 
traction from deeper com- 
mitment in Europe; 
Americans when it suits 
them. and they need support,’ 


like now. If Saddam Hussein 
'backs down over UNSCOM 
inspections and Mr Clinton 
survives in office, it will not 
be many weeks before US 
officials are back to flying 
over London on the way to 
Brussels and Bonnand 
threatening sanctions .. 
against British companies: 
that dotioa&MB In 
whichever country Congress 
disapproves of that week. 

Michael Johnson, 

10 Avenue Road, . 
Highgate, 

London N6 5DW, UK 


Economies in 
a straitjacket 

from Prof A P. TfurhealL 

Sir, The 155 Gorman- 
speaking economics profes- 
sors have called for a post- 
ponement (not the abandon- 
ment) of the euro because 
the monetary convergence 
criteria have not all been 
met and “the structural 
problems have wore- - 
ened . . . [and] unemploy- 
ment has continued to rise” 

They don't seem to recog- 
nise that one of the main 
reasons the "current state of 
economic affairs is mast 
unsuitable for starting mon- 
etary anion" is the pursuit 
of the monetary convergence 
criteria themselves. 

Hie real convergence of 
the economies of Europe . 
requires monetary diver - 
-gence, not the straitjacket of 
locked exchange rates, rigid 
monetary discipline and lack 
of fis«U; discretion. 

AJ*. Thirlwall, 
professor of applied 
.economics, . 

' University of Kent. 
Canterbury, Kent, UK 

Political will 
behind Emu 

From Mr John Turner. 

Sir, The letter from 155 
economists advising an 
“orderly postponement” of 
economic and monetary 
union is certainly interest- 
ing, but I would strongly 
advise anyone against delay- 
ing their Emu preparation 
work on the strength of it 
Emu is being created for 
political, not economic, ends., 
and it will go ahead as long 
as there is political will to 
achieve it. If 155 political sci- 
entists had advised against 
it, that would have been an 
entirely, different matter. 

John Turner, 
principal Emu consultant. 
TCA Consulting, 

New City Court. 

20 St Thomas Street, 

Loudon SEl 9SD, UK 


The FT Interview • Rolf Breuer 


Bank in need of tune-up 

Andrew Fisher and Clay Harris speak to the head of 
Deutsche Bank about his restructuring plans 


i£\ «T“We are 

w w ■ MM M not good 
mi mi enough at 
W W getting 
the [engine's] horsepower on 
the road," says Rolf Breuer, 
chairman of Deutsche Bank. 
The bank’s motor is “of the 
highest quality”, he says, 
but it is not ticking over 
properly. Mr Breueris is a 
candid admission that Ger- 
many’s biggest bank is not 
using its financial strength 
to full effect 

The car analogy is apt 
since Deutsche has a 23 per 
stake in Daimler-Benz. Deut- 
sche may not be an A Class 
facing an elk. but Mr Breuer 
clearly does not believe the 
bank is performing like a 
top-of-rhe-line Mercedes 
either. 

At a time of huge financial 
mergers and of “transaction” 
banking in the American tra- 
dition. many people have 
wondered what Deutsche, 
the epitome of Geraan-etyle 
“relationship banking", 
would do. Last month, after 
eight months in the job (but 
41 years after be first joined 
the bank as a trainee), the 
new chairman gave his 
answer. It came in the form 
of a DM2.5bn (£840 m) 

restructuring plan. 

The aim is to make the 
most profitable use of the 
bank's extensive customer 
relationships at home and 
abroad. And Deutsche's 
focus will remain European. 

US banks, says Mr Breuer. 
have been successful in 
Europe by using their 
immense strength in their 
domestio markets as a base 
for introducing new prod- 
ucts and services. "They had 
credibility and they went to 
European clients and said: 
‘we did this and that in the 
US. Why not do it here? 1 All 
very convincing." 

Deutsche wants to emulate 
the success of competitors 
such as J.P. Morgan, the US 
bank that has built up a 
commanding position in Ger- 
many, especially on the cor- 
porate advisory side. He is 
unhappy that Deutsche Jags 
behind In the mergers and 
acquisitions field. In spite of 
the vast sums it has spent 
on investment banking. 



Breuer: unhappy that Deutsche lags behind in M&A 


"Yes, we are disappointed. 
We are dissatisfied," he says, 
“that is one reason, if not 
the main reason, we~ are 
•reorganising ourselves into a 
wholesale bank.” That will 
involve folding the invest- 
ment hanking. side - which 
derives from the acquisition 
of Morgan Grenfell of the UK 
In 1989 - into the commer- 
cial bank. 

Mr Breuer insists lie does 
not intend to respond to the 
current merger wave, espe- 
cially the Bavarian and 
Swiss examples, by buying 
some huge rival. “Our 
answer to that is not to look 
for. a merger partner.” he 
says In a comment he hopes 
will Mil off persistent 
rumours. . . 

Certainly, he conceded the : 
bank’s “profitability is not 
what we want It to be". But, 

instead of seeking to rectify 
this through acquisition, the 
bank will strive to make the 
best of what it has. This 
means cost-paring and inno- 
vation. . 

. Just over DM! bn of Deut- . 
sche's threeyear restructur- 
ing expenses will go on staff 
reductions - about 9,000 in 
all, of which 4,000 wifi. be 
outside Germany. The rest 
will fee spent on upgrading 
information technology, 
reorganisation and building 
up the client base. 

The restructuring ' also 


aims to simplify, the bank's 
relationships , with large cus- 
tomers. “No longer will the 
investment banker make his 
attack on the corporate cli- 
ent in the morning, with the 
branch chief coming tn over 
lunch for commercial credits 
and the asset manager in the 
afternoon.” . ••/. ;• ; 

For Mr Breuer, the current 
arrangement is messy and 
unproductive. In future, 
“relationship officers” will 
handle finks with big clients, 
putting them in touch, with 
investment or commercial 
bankers and asset managers, 
according to their needs. .Ser- 
vices will also be tailored to 
the needs of medium-sized 
companies, Including Ger- 
many’s Mitteistand busi- 
nesses. 

“I think this sort of client 
would he frightened if we 
confronted him with the 
investment banker who 
serves the GEs ' [General 
Electric] and General Motors 
of this world."' There win be 
more “hand-holding” for 
medium-sized companies at 
sea to th e complicated world 
of. International capital mar- 
kets, 

“Overall, we have a : client 
relationship networks domes- 
tically .and .‘beyond. -that is 
second to. none! ButfWe do 
not make enough- out of it* 

- .Mr -Brener „ is keen that: 
shareholders benefit ‘ from . 


the. .bank’s organisational 
retuning. “Deutsche Bank 
has slipped in the past 10 
years or so. and that is of 
concern to me. It is not size, 
bat market capitalisation, 
that shows the appreciation 
the shareholder has.” 

By this yardstick, the 
bank is only the seventh-big- 
gest in Europe. Mr Breuer. 
long a champion of greater 
shareholder awareness 
among safety-first German 
investors, believes Deutsche 
can do much better than 
that 

His “value-oriented" 
approach will mean shed- 
ding operations that perform 
below par. That may mean 
rationalising the bank's 
insurance investments. And 
Mr Breuer is unhappy with 
the bank’s industrial hold- 
ings. The portfolio is “wholly 
German, and pr imar ily auto- 
motive. Daimler is a great 
. company, but our holding is 
much too heavy via a vis all 
Our. other holdings. And we 
are not in promising future- 
oriented Industries.” 

The pace of disposals, how- 
ever,- is limited by the tax 
rate - oh : capital gaino - at 
present 60 per cent. “I would 
have to explain to sharehold- 
ers why I sold their assets 
and- paid two-thirds of the 
realised capital gaim? to the 
.fiscal, authorities.” Mr 
Breuer says. He is hopeful 
that, after the autumn elec- 
tion, capital gains tax could 
be halved. 

. Overall, he says, “the goal 
of our restructuring is‘ to 
achieve 25 per cent pre-tax 
: [return: oh equity] in three 
years' time.” The bank’s 
return in 1996 was 17 per 
rant; but 1997 figures will be 

adversely, affected by a 
DMl,4bn provision against 
Asian risks. Net profits are 
likely to.he halved to about 
DMibn. 

Deutsche Bank’s shares 
rose an, the news of the 
restmeturing programme, 
once mvsBStors had digested 
the hefty Asian provisions. 
Shareholders and analysts 
clearly' expect, the bank to 
follow through, on. its prom- 
fees. ' Mr Breuer will not be 
the only dlsappofrttad person., 
if tt does not';; •' r ‘ . 
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You have to hand it to the 
White Bouse. A dazzling public 
relations offensive 1 in the past 
few days has turned the ques- 
tion preoccupying the American 
public away from the behaviour 
of the president to that r o£ Ken- 
neth Starr, the Independent 
counsel investigating him.. 

There are good reasons for 
public unease. J4r Starts inves- 
tigation has been- going on for 
years at great expense,, .and hart 
been running out Of steam 
before allegations about the 
president's private behaviour 
brought it back to life. 

In the process, ah inquiry 
originally aimed at obscure- land 
deals In Arkansas has been 
expanded into what has aimnct 
the appearance of a permanent 
Inquisition into all aspects of 
the presidency. Mr Starr's meth- 
ods have appeared unsavoury 
and he is not in the same league 
as the White House when it 
comes to political adroitness. 

Nonetheless, it is absurd to 
argue that he is part of a right- 
wing conspiracy to bring down 
the president Moreover, the 
president’s lawyers have pro- 
duced no evidence to show that 
Mr Starr's office has been 
responsible for the leaks on 
which all the sensational stories 
have been based. 

Whatever the White. House 
may say, Mr Starr does have a 
job to do. There are serious - 
questions to ask about Bill Clin- 
ton's behaviour. If he has evi- 


dence that Mr - Starr has 
behaved improperly, Mr Clinton 
has the power to ; fire him.' At 
the moment, that seems an 
unlikely outcome. _ 

The issue for the longer term 
is whether the legislation under 
which Mb' Starr was . appointed 
is flawed -. and indeed it is. 

The Independent Counsel Act 
was established in the wake of 
the Watergate affair, 'and has 
always been controversial. A 
decade ago. Supreme Court Jus- 
tice Antonin Scalia said that the 
system was “designed to 
heighten, not to check, all of the 
institutional hazards of the ded- 
icated prosecutor; the danger of 
too narrow a focus, of the loss 
^ perspective, of preoccupation 
with the p urs u it of (me alleged 
suspect to the exclusion of other 
interests”. 

There is certainly a good case 
for Imposing strict limits an the 
time and money available to 
such investigations, and for 
ensuring that they are confined 
to the 'most - serious -offences 
committed by senior 'members 
of -the administration while they 
are in office. - 

But is the Jaw needed at all? 
Is it actually conceivable in 
today's climate that a president 
could block a determined prose- 
cution based on real evidence 
without causing himself irre- 
trievable political damage? The 
independent counsel, law is set 
to expire next year it should be 
allowed to die. 


Suharto’s fix 


When it first erupted, the Asian 
crisis was blamed by many on 
the mistaken desire by south- 
east Asian countries to fix their 
exchange rates. Now, oddly,. 
Indonesia, one of the most 
severely afflicted . victims., is 
under pressure to resolve its 
problems by adopting a cur- 
rency board arrangement and 
firing its fallen, rupiah. 

Such an approach would fol- 
low successful examples set by 
Hong Kong and Argentina. Cur- 
rency hoards insulate interest 
rates entirely from, political 
decisions, by requiring all cur- 
rency issued to be backed by 
foreign reserves. This gives the 
peg much greater credibility, 
but imposes a high cost 
The collapse of Indonesia’s 
exchange rate - it is above its 
lows but still some 70 per cent 
below pre crisis levels - has 
destroyed the balance sheet of' 
the private sector. Fixing it at a 
higher level would make 
private-sector debts easier to 
service and, possibly, save some , 
companies from bankruptcy. 
Since the monetary base has 
shrunk sharply in dollar terms, 
it would not need too much for- - 
eign currency as backing. 

The difficulties arise on closer • 
inspection. First is the question 
of how to get the exchange rate 
hack up to a level with which 
the indebted private sector 
would be comfortable, say a rate 
of Rp5,000 to the dollar com- 
pared with Rp7,600 now. To 


maintain confidence that would 
require the monetary base to be 
covered several times with for- 
eign currency. ' 

Second is the cost that would 
follow for tire banking system 
and the broader economy. Since 
the central bank would be 
restrained- -in its ability to print 
money, a currency board would 
prevent it from accommodating 
the Inflationary pressures now 
building, up in -Indonesia. Inter- 
est rates, which are already 
high, would probably soar, 
creating fresh strains for banks. 
Unemployment might also 
climb sharply. In short, a diffi- 
cult situation could be made a 
lot worse in the short term. 

Hong Kong's peg works 
because its economy is used to 
adjusting and Its banks are used 
to coping with violent cycles. 
Indonesia’s financial system is 
very weak. Crucially, the disci- 
pline of a currency board would 
limit the ability of the central 
bask to act as lender of last 
resort if more problems hit 
domestic banks. Arguably 
Indonesia should restructure its 
banks first, but that in itself 
will require expensive recourse 
to borrowed money. 

President Suharto may deride 
that desperate times require 
desperate solutions, but he 
must not delude himself about 
the cost. Worst of all would be 
to rush into a currency board 
arrangement that failed because 
of lack of credibility. 


Paper wars 


The attempt by the House of 
Lords to outlaw predatory pric- 
ing by British newspapers ts 
understandable, but wrong- . 
headed. 

It is understandable, because 
there is always public anxiety 
when a serious newspaper is 
under threat. Healthy democra- 
cies need a diversity of titles. In 
this case, the Lor* 5 amended 
the government's competition 
bill because they were anxious 
about the fate of The Indepen- 
dent. seen to be endangered by 
the price cutting strategy at The 
Times. 

Feelings run high because the 
Independent has developed a 
distinctive voice,, at different 
times during its short history. 
On the other hand, Rupert Mur- 
doch. whose News International 
owns The Times. The Sunday 
Times, the News of the World 

and The Stm, is widely seen as a 
homogenising force, constrain- 
ing his editors towards a similar 
outlook, if not necessarily the 
same opinions. 

Anxieties about tbe extent of 
.Jr Murdoch's influence stem 
not only from his large share of 
the UK newspaper market and 
aggressive commercial tac- 

but from suspicions that 

thte may give him undue influ- 
ence over politicians, including 
those in the present Labour gov- 
ernment. 

Clearly Mr Murdoch is a pow- 
erful press magnate, -as were 
Lord NorthchSe and Lord Beav- 
erbrook before him. But that 
does not justify a special adcfo 


tion to the law to stop him cut- 
ting prices. For a start, “preda- 
tory pricing" is a notoriously 
difficult concept to! pin down. 
Cutting prices to increase mar- 
ket share Is a legitimate tactic, 
older than Adam Smith. 

■ Even when it can be estab- 
lished that prices. are below 
costs, the discomfort of competi- 
tors may be more than matched 
by advantage to consumers. 
Such tactics become an abuse 
only when a dominant enter- 
prise is trying .to wipe out com- 
petitors and secure a monopoly 
or near monopoly. 

The government’s competi- 
tion bill as it stood would 

strengthen the hand of the 
authorities in this respect by 
adopting most of the provisions 
of article 86 of. the Treaty of 
Rome. This makes the abuse of 
a dominant market position an 
offence. Aggrieved individuals 
will be able to complain to the 
Office of Fair Trading if they 
see evidence of abuse. 

This is tbe mechanism by 
which the dominance, of the 
Murdoch press should be tested, 
if th pt should prove necessary. 
But the case against him has 
not been made. When Mr Mur- 
doch bought The Times, it was 
threatened with closure after a 
long history of losses. The Brit- 
ish establishment was loudly 
lamenting its passible fate. He 
can hardly be blamed now for 
saving it Just because his 
success has caused lamenta- 
tions at tbe other end of 
town. 


Europe’s paper mountain 

The EU’s anti-trust authority cannot cope with the proliferation 
of cases. Competition law must be reformed, argues Emma Tucker 


E urope’s trustbusters 
are having a mid-life 
crisis. The European 
Union’s competition 
authority turned 40 
last month and showed its might 
■- by slapping a huge fine- nn Volks- 
' wagen. for anti-competitive 
behaviour. But after four decades 
• of sweeping changes in the conti- 
nent’s economies, the EU’s anti- 
trust watchdog is under strain. 

Publicly tbe stock of Karel Van 
Miert, the present commissioner 
in 'charge of competition policy, 
is high Cases are pouring into 
his office as tbe number of cross- 
border mergers in Europe accel- 
erates. For many companies, the 
EU competition authorities have 
become at least as important as 
'.domestic cartel offices, if not. 
more so. Any merged company 
with a worldwide turnover of 
. more than EcuSbn (S33bn) comes 
Mr Van Mierfs way. So do all 
cases of state aid, in which 
national governments subsidise 
local companies. 

: Agriculture apart, competition 
is the one bit of tile European 
Commission which has 
day-to-day power to influence 
business decisions in Europe. 
And not only in Europe. Mr Van 
Mierfs fans are still applauding 
his performance last summer 
when he wrung concessions fro m 
tile US’s Boeing over its merger 
with McDonnell Douglas. 

Behind the scenes, however, com- 
panies are restless. They com- 
plain of legal uncertainty and 
unacceptable delays. The set of 
rules and procedures drawn up in 
the 1950s, and since adapted in 
piecemeal fashion, can no longer 
handle the volume and complex- 
ity of cases notin g regulatory 
clearanc e in Brussels. 

“The Commission is putting 
resources into regulating cases 
that don’t actually restrict com- 
petition. which meawji that the 
cases that do need to be looked at 
are not being resolved effi- 
ciently,'’ says Alec Burnside, 
head of the Brussels office of 
Lmklaters, tbe law firm. 

.British brewers, such as Bass 
and Whitbread, would agree. 
They waited more than 10 years 
for preliminary clearance of 
exclusive beer supply agreements 
with tied pubs. Similarly, when 
Stelloa Hap-loannon, founder of 
the cut-price airline Easyjet, 
brought a case against KLM of 
the -Netherlands, he complained 
that Brussels had acted too 
slowly to prevent no- frills air- 
lines freon being sat cm by bigger 
rivals. An investigation into a 
cement cartel took five years. 

The most glaring problem for 
the Commission is the sheer 
number of cases. This reflects 
Europe's Increasingly integrated 
economies and the erosion, by 
inflation, of the thresholds above 
which anti-trust cases must be 
notified to Brussels. 

By November last year, offi- 
cials at the competition authority 
had been swamped with 147 
mergers, compared with only 60 
in 1992. In October, the backlog 
of cases awaiting clearance under 
articles 85 and 86 of the EU treaty 
(restrictive agreements and 
abuses of a dominant position) 
was 1,297. At the same time, 468 
state aid derisions were pending. 

To speed things up, the Com- 
mission has resorted to eocalled 
“comfort letters" sent to compa- 
nies giving preliminary clearance 
to contractual agreements, but 
promising nothing should a legal 
challenge arise. 


The EU’s anti-trust authority is under strain 



• The' letters have no legal force, 
are not made public and do not 
state tbe Commission's reasons 
for reaching a decision. In 1996, 
365 cases sent to Brussels under 
articles 85 and 86 were settled 
informally through the use of 
comfort letters. Only 21 were 
cleared formally. 

“This informal approach is no 
longer sufficient,'’ says Peter 
Plompen. chairman of the work- 
ing group on competition law at 
Unice. tbe European employers’ 
federation. “Companies are get- 
ting more and mare sophisticated 
about competition law and want 
legal certainty." 

It is not just the number of 
cases that is causing difficulties. 
They are becoming more com- 
plex, more controversial, and 
more likely to involve overseas 
competition bodies. This year 
promises to be even more 
demanding than the last. Two 
intricate global accountancy 
mergers await clearance; desk 
officers must unravel the giant 
Bertelsmann-Kirch-Deutsche 
Telekom merger threatening to 
strangle tbe digital pay-television 
market of the EU’s German- 
speaking countries; the aviation 
industry awaits verdicts on air- 
line alliances; and the newly lib- 
eralised and rapidly developing 
telecoms and multimedia market 
requires special attention. 

Senior officials in Brussels 
recognise the need for reform. 
“There is a danger that the sys- 
tem win become unmanageable if 
we don’t think now about mod- 


ernisation," says Alexander 
Schaub, director-general of the 
competition body. “We have to 
make sure that we are only deal- 
ing with the cases that need to be 
dealt with." 

One solution would be to 
increase the resources but there 
is no appetite among the member 
states to expand the Brussels 
bureaucracy. Other directorates, 
even those that are underworked, 
will stand firm against any shift 
of resources. Besides, there are 
those who believe the competi- 
tion authority should get its 
house in order before beiDg 
granted extra resources. 

I f the competition author- 
ity cannot grow, its work- 
load must shrink. This 
means shaking off tbe 
cases that do not require 
the attention of Brussels. “It is 
no longer necessary for the Com- 
mission to enforce competition 
law as it did in the past," says Mr 
Plompen. “The world has 
changed. Europe is a far more 
integrated and dynamic market 
than it once was." 

There has been some reform in 
this direction. Last year, for 
example. EU industry ministers 
raised no objections to a Commis- 
sion plan to exempt some types 
of state aid below a certain 
threshold from the requirement 
to notify Brussels. The Commis- 
sion also raised the level, mea- 
sured by market share, below 
which agreements are automati- 
cally assumed not to be infring- 


ing EU anti trust rules. 

Neither move is dramatic. And 
business wants more. It is impa- 
tiently awaiting the results of a 
massive Commission consulta- 
tion on how to regulate poten- 
tially anti-competitive agree- 
ments. Tbe fthrillingiy entitled i 
“Green Paper on Vertical 
Restraints" considers several 
options for revamping a system 
that takes a fairly narrow view of 
what restricts competition. 

Modernisers in the Commis- 
sion. who believe the vast major- 
ity of such agreements are not 
anti-competitive, favour the radi- 
cal option of reducing the scope 
of article 85. That would exclude 
an array of deals and restrictive 
agreements from the requirement 
to notify Brussels. Pressure from 
traditionalists, however, means 
the outcome is likely to be less 
radical. 

Mr Van Miert and Mr Schaub 
are also considering introducing 
legally binding deadlines. The 
plan is inspired by tbe success of 
the Commission's merger regula- 
tion which sets tight, legally 
binding cut-ofls: one month for a 
preliminary’ investigation, and a 
further four months when there 
are serious competition concerns. 
The results have been widely 
lauded by industry, which appre- 
ciates the speed and legal cer- 
tainty of the system. Tbe danger 
is that, unless deadlines are 
introduced across the board, 
some sections of competition pol- 
icy will languish even longer 
than now. 


Mr Van Miert has other plans 
for state aid. which has become a 
growing headache for the Com- 
mission as the level of subsidies, 
in particular in the ElTs richer 
countries such as Germany and 
France, reaches record propor- 
tions. He has already announced 
an overhaul of EU regional state 
aid policy, by lowering the 
amount of subsidies governments 
can pay. He also wants to depoli- 
ticise a process open to extreme 
pressure from governments by 
making investigations more 
transparent and inviting formal 
comments from interested third 
parties. 

Another way of giving Brussels 
more breathing space would be to 
delegate cases to national compe- 
tition authorities, although 
industry - keen to be treated 
even-handedly - js wary of this 
option. "Parties may be worried 
that a case dealt with by the 
Greek competition authority will 
have a different outcome from 
one heard in Germany." says a 
Commission official. 

All such ideas are enormously 
controversial. Traditionalists fear 
that, by delegating so much busi- 
ness. the Commission could open 
the door to anti -competitive prac- 
tices. Eveu the strongest advo- 
cates for change recognise that 
reform will be slow. 

“It is a huge project," admits a 
senior competition official. “We 
have to persuade member states 
tbat the system has to change 
not because we want less work, 
but because it makes sense." 


• O B S E R V E R • 


Premier 

poser 5 v 

■ Will Sonia Gandhi be India’s 
next prime mtotster?Tbe ' ; ' 
51-year-old Italian-born widow of 

premier Rajiv Gandhi has . 
campaigned the length and 
breadth oftheworld's biggest, 
democracy. Thepolls suggest ' 
~ that, against all expectations. • .-; 
she may have revived the . 
formerly moribund and 
demoralised Congress^ party 
leaders now think .what was 
unthinkable before Christmas — 
Congress could even lead India's 
pestcoalfficm government 

The party has not yet 
nominated a prime ministerial 
candidate, partly because few 
could countenance SWaram 
Kesri, tbe uncharismatic 
octogenarian party president 
Those close to/Gandhi, who has 
refused press Interviews, suggest 
that she doesn’t want.to be PM 
and would back Manmohan 
Singh, .the respected architect of 
India’s economic refomsJii 1991 
and a man of pristine pnAity. ' 

- But Congress power barons 
might have other' ideas. Some 
jsflfodfir whether Gandhf could 
resist taking the hfilmiof a " . 
Ckragress-JedcoaiitiOQ, zfoniy to 
prevent feudfog over the post . 
again splitting tite party. 

But-to form a coalition. India’s 
oldest partywouM probably 


need almost aS India's regional, 
caste and other small parties. 
This would include the Dravida 
Munnetra Kazaghara. a Tamil 
Nadu party, and its ally the 
Tamil Maaniia Congress. Both 
were in the United Front 
coahtian government which 
Congress pulled down last year 
over allegations that the DMK 
was implicated in tbe plot to 
assassinate Rajiv Gandhi: 
Gandhi returned to that 
accusation tins week. 

So it might be tricky for the 
Tamil parties to join up with 
Congress. Which would make it 
difficult for Congress to beat the 
Hindu nationalist BJP and us 
allies to forming a coalition. For 
Gandhi and Congress, that 
would be a richly disappointing 
irony. 


All change 

■ After 30 years of debate and 
false starts, it looks like a 
schem e for a rail link from New 
York to -JFK International 
Airport might actually go ahead. 
The plan involves a levy on 
airline passengers to build a 
$L5bn light raflway connecting 
the airport with the Long Island 
Ran Road. 

If it does go through, anyone 
wanting to go to the airport from 
Manhattan would have to get a 
taxi or the subway to Penn 
Station, find their way through 
the subterranean complex to the 


Long Island Rail Road, take a 
suburban train to Jamaica 
station in Queens, and change 
again to tbe light railway for tbe 
train to tbe airport. 

It's hard to Imagine that many 
people arriving at JFK will want 
their first experience of New 
York to be arriving in 
hlue-collar, suburban Queens. 
Tbe hope is that the link might 
one day be extended into 
Manhattan, but don't hold your 
breath: the first stretch isn’t due 
to open until 2003. 


Dolly mixture 

■ It hasn't been a good week for 
the Industrial Bank of Japan. 
First a senior executive was 
arrested on suspicion of bribing 
an official. Now the bank has 
been dragged into an undignified 
court battle over its right to use 
a kitsch plastic doll as a mascot 

Nearly all Japanese banks try 
to lighten their image this way. 
paying hefty licensing fees for 
the right to decorate bank books 
and windows with characters 
from Disney or Beatrix Potter. 

IBJ has adopted a blonde 
“Kewple" baby do D for more 
than four decades - and the 
estate of Rose O'Neill, inventor 
of the original American Kewpie 
doll has got round to claiming 
copyright; it's suing IBJ for 
Ylbn ($8m), IBJ insists that It 
created its own doll, and it is not 
the same as O’Neill’s. 


Perhaps the money IBJ spent 
on wining and dining public 
officials would have been better 
spent on making sure that it had 
the rights to any old cute and 
cuddly mascot right now, its 
image needs all the help it can 
get. 


Auto suggestion 

■ Before Russian leader Boris 
Yeltsin turned up for his 
three-day trip to Rome, someone 
should have checked whether 
the gates of the Palazzo 
Quirinale could accommodate 
his Zil - wider than the average 
lima. An embarrassed President 
Oscar Luigi Scaifaro watched 
the Zil squeeze in after several 
attempts. Then one of the two 
ambulances following Yeltsin 
around town broke down. 

The wheels have come off 
Yeltsin's overseas trips before: 
this time the trip may be coming 
off the wheels. 


Holy competitive 

■ Market forces get everyone in 
the end. Time was ivheo the 
average Buddhist monk in Hong 
Kong could earn $2,500 a month 
for beating drums and praying 
at funerals. Apparently their 
Income has been slashed - there 
are monks arriving from 
mainland China who are 
prepared to do it for less. 


100 years ago 

Assassination In Guatemala 
It would almost seem as If 
assassination were now the 
accepted means of ridding a 
Latin American Republic of 
an objectionable President. 
Genera] Barrios, of 
Guatemala, is the latest 
victim, and the cable message 
which bears the news closes 
with the laconic but 
suggestive statement; “The 
First Vice-President has 
assumed the Presidency. 
Tranquillity prevails." 
Without attempting to justify 
the mode of his taking off. one 
must admit tbat Guatemala is 
probably better off without 
General Barrios. His record 
marks him as of tbe class of 
unprincipled, self-seeking 
politicians so common in 
Spanish America. 

SO years ago 

Canada's Aid To Europe 
Declaring that Canada could 
not continue to prosper In a 
world divided into a highly, 
prosperous dollar area and a 
starving, depressed. 
soft-tauTeney area, Mr. D. C. 
Abbott, Minister of Finance, 
told the Canadian 
Lumbermen’s Association 
Convention yesterday that 
Canada's contribution to 
Europe's recovery in relation 
to population and national 
income probably exceeds any 
other country's. 
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Russia and China renew opposition to using force against Iraq 

Cohen denies US war-mongering 


By Laura SUber at tho UN 
In New York 

William Cohen, US secretary 
of defence, yesterday denied 
that the US was war-monger - 
mg against Iraq as Russia and 
China renewed their opposi- 
tion to the use of force to 
break the deadlock over 
United Nations weapons 
inspections. 

Kofi Annan. UN secretary 
general, said efforts to find a 
diplomatic solution should 
continue “until the last min- 
ute” and cautioned the west 
against humiliating Iraq. 

On a tour of the Gulf region, 
Mr Cohen said: “We are not 
beating the tom-toms in the 
White House or in the Penta- 
gon. but we are preparing. 


obviously, for the option if 
diplomacy fails.” 

Hopes for a peaceful resolu- 
tion appeared to narrow yes- 
terday when Britain, the 
staunchest US ally on the 
Security Council, dismissed 
the Iraqi scheme to allow UN 
Inspectors limited access to 
suspected weapons sites. 

Robin Cook. British foreign 
secretary, said: "As yet the 
proposals coming out of Bagh- 
dad fall well short of our 
requirement that any agree- 
ment should be convincing 
and should enable [UN weap- 
ons inspectors] to resume 
work without restrictions, 
without deadlines and without 
any no-go areas.” 

President Bill Clinton, who 
has assembled the biggest 


force in the region since the 
1991 Gulf War, yesterday 
thanked Canada and Australia 
for offering to join a US-led 
attack. He reiterated his inten- 
tions to strike unless Baghdad 
allowed UN dismantling of its 
weapons of mass destruction. 

"I hope we can avoid the use 
of force,” he said. “But if [Iraqi 
President Saddam Hussein] 
will not comply with the will 
of the international commu- 
nity we must be prepared to 
act, and I am very grateful 
that others are prepared to 
stand with America.” 

Russia, China and France, 
the other permanent Security 
Council members, renewed 
their opposition to military 
action. 

Gennady Tarasov, Russian 


foreign minis try spokesman, 
said: "Any military conflict is 
a risky game at best The use 
of force is not a ball game. 
What we hear is of a massive 
use of force, which means lots 
of innocent people may 
become victims. We wonder 
consequently what may be the 
results of applying massive 

fire power against arsenals of 
weapons of mass destruction ” 
Zhu Baggzao, Chinese for- 
eign ministry spokesman, said 
a military strike “will result in 
heavy human casualties, 
heighten regional tensions and 
even trigger more serious con- 
flicts". 

Annan at centre stage, Page 5 
Turkey claims. Page 5 
War without aid. Page 12 


UK beef-on-bone ban 
cuts deep for butchers 

Alison Maitland looks at growing signs of opposition 


B ritish meat-eaters and 
butchers are up in arms 
at a government ban 
Imposed in December that pre- 
vents them consuming T-bone 
steaks and other beef cuts on 
the bone. 

Paul Robinson, a butcher in 
Hampshire, southern England, 
said yesterday he was making 
a business virtue of defying 
the ban. As a result of adver- 
tising his defiance, his busi- 
ness has improved substan- 
tially. 

"Oxtails in casseroles and 
stews are a main part of coun- 
try people's diet," Mr Robinson 
said. “We're selling more than 
before. More people are coming 
from further afield to our shop 
to get it." 

Gordon Hepburn, chairman 
of the Guild of Quality Butch- 
ers, said customers at his 
Essex shop were deeply 
angered at not being able to 
buy the cuts they wanted. 

The ban was imposed on the 
advice of the government's sci- 
entific experts on BSE. the 
mad cow disease that has rav- 
aged the British beef industry 
in the past decade. BSE- 
infected beef is the probable 
cause of a human brain disor- 
der that has killed 23 young 


people in Britain in the past 
three years. 

Recent experiments found a 
remote risk that nervous tis- 
sue attached to the spinal col- 
umn of beef carcasses could be 
infected with BSE. 

As this tissue could be found 
in cuts, such as T-bone steaks 
and rib steaks, the only way to 
e liminat e the risk was to ban 
the sale of beef-on-the bone. 

But the government's action 
has spurred passionate argu- 
ment over freedom of choice. 
In a House of Commons debate 
last night, opposition parlia- 
mentarians were in foil flight. 

Michael Jack, the Conserva- 
tives' agriculture spokesman, 
called on the government to 
“stop nannving and start lis- 
tening, because this ban is 
unwanted, unnecessary and 
unenforceable”. 

The Conservatives c laim the 
risk of dying from eating beef 
on the bone is one in a billion 
- a figure the agriculture min- 
istry does not dispute. 

That compares with a one in 
200 risk from smoking 10 ciga- 
rettes a day, or a one in 5m 
risk from salmonella poisoning 
in poultry. 

However, the Labour govern- 
ment's overwhelming majority 


means there is little prospect 
parliament will overturn the 
ban. Jack C unnin gham, the 
agriculture minister, has 
defended it, saying: “Was 1 
knowingly to allow Infective 
material into the food chain?” 

But there is a wider political 
motive for the ban. The gov- 
ernment is trying to persuade 
the European Union to lift the 
worldwide ban on British beef 
exports and is ready to go to 
considerable lengths to prove 
that UK meat is totally safe. 

So Ear no one has been prose- 
cuted for breaking the ban, 
and the prospects of wide- 
spread prosecutions look slim. 

In a bid to end confusion 
over the ban, the government 
yesterday distributed guidance 
on its implementation by 
e-mailing fresh clarification to 
environmental health officers, 
whose job it is to enforce it 

The Chartered Institute of 
Environmental Health wel- 
comed the clarification. But it 
pointed out that scarce 
resources meant even “high 
risk" butchers could be visited 
as little as twice a year, mak- 
ing enforcement difficult 


Antibiotics ‘aid food 
poisoning 1 . Page 8 


Titanic raises hopes for blockbusters 


Continued from Page I 

won four nominations, is 
believed to have cost more 
than SlOOm to make. 

The Full Monty, up against 
Titanic for the best picture 
Oscar, is believed to have cost 
less than SI Dm, and has made 
about four times that in north 
American ticket sales alone. 

The film is now likely to be 
booked into more cinemas to 
take advantage of the publicity 
stemming from the nomina- 
tions and the traditional hype 


before and after the awards 
ceremony, due to take place in 
Los Angeles on March 23. 

Warner Bros, for example, 
plans to widen the release this 
Friday of LA Confidential, a 
critically -acclaimed film noir, 
which has so far sold a disap- 
pointing $42m-worth of tickets 
in the US. to 800 screens com- 
pared with the 300 where it 
was showing last weekend. 

The Oscar nominations for 
best picture, actors and direc- 
tors. which commonly increase 
a film's aggregate US takings 


by at least 20 per cent, go 
rarely to smash hits. Men in 
Black and The Lost World, for 
example, collected only four 
minor mentions between them. 
Robin & Batman, one of the 
year's most costly productions, 
was passed over altogether. 

On the other hand, some 
films such as Schindler's List 
and last year's The English 
Patient, can go on to attain 
blockbuster status after Oscar 
awards arouse interest among 
people who rarely go to the 

cinema. 


S Korean 
unions turn 
down labour 
reform deal 

By John Burton In Seoul 

South Korea’s dissident trade 
unions yesterday abruptly 
rejected last week's agreement 
on labour reforms, and threat- 
ened a general strike if the 
proposed law was passed. 

The Seoul bourse fell 2 J2 per 
cent to 541.77 points on fears 
that union opposition would 
slow industrial restructuring. 
The abolition of lifetime 
employment guarantees - one 
of the principal elements of 
last week’s hard-won compro- 
mise between labour, govern- 
ment and business - is consid- 
ered essential to promote 
mergers and acquisitions and 
attract foreign investment 

The vote against the pact 
amounts to a revolt against 
the union leadership fay mem- 
bers of the Korean Confedera- 
tion of Trade Unions, which 
represents 550,000 workers. 

The KCTU reaction also rep- 
resents the first significant 
challenge to the economic 
reform programme proposed 
by Kim Dae-jung, Korea’s 
president-elect, in response to 
the 558. 5bn bail-out by the 
International Monetary Fund. 

After rejecting the labour 
reforms by a clear majori ty, a 
meeting of nearly 200 KCTU 
representatives agreed to sack 
the union leadership that had 
signed the agreement 

A new KCTU leadership 
committee said it would ask 
Mr Kim to renegotiate the 
deal. It said ft would call a 
general strike if the new gov- 
ernment pressed ahead with 
plans to seek parliamentary 
approval for the labour law 
this month. The KCTU had 
earlier agreed to accept job 
dismissals in return for 
improved social benefits and 
new rights to organise. 


World stocks. Page 34 
See Lex 
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Europe today 

Snow over Scandinavia wiD turn to 
rain, except In the north, and Fin- 
land and the Baltic States will have 
snow untH late in the day. Drizzle 
over eastern Europe will clear and 
much of the continent will be dry 
with some sun although fog 
patches may be slow to clear, 
especially around the Alps. Soutfi- 
am Italy and the south of France 
are likely to see the best of the 
sun. The Iberian Peninsula will be 
unsettled with showers in the 
south but the north will stay dry 
with spells of sunshine. Showers in 
the south-east Mediterranean will 
die away. 

Five-day forecast 

Northernmost Europe will stay 
unsettled with many outbreaks of 
rain and there will be snow over 
northern Scandinavia. The Iberian 
Peninsula will have a few showers 
but they will clear by the weekend. 
Most of the Continent will then 
have plenty of sunshine but 
overnight fog. Rain will start to 
move south during the weekend. 


TODAY'S TEMPERATURES 
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How the east was won 


South Korea just keeps on doing the 
right thing. Last Friday saw a land- 
mark deal in which unions finally 
agreed to job losses. Earlier in the 
week the new government had 
announced that hostile takeovers 
by foreigners would also be permit- 
ted, These were simply the latest in 
a stream of positive developments 
that have helped Korea recover 
from the precipice of default.. Yes- 
terday's rumblings of discontent 
from a dissident union were a 
reminder, of course, that all will not 
be plain sailing. But markets held 
relatively firm and dollar-based 
investors are still up nearly 60 per 
cent since the start of the year. 

Where is the catch? Answer - in 
the real economy. A country where 
6 per cent gross domestic product 
growth is normally a disappoint- 
ment will probably see the economy 
shrink this year. The fall In the won 
may have made exports mare com- 
petitive. but prices for key exports 
are low and demand in its mafn 
Asian markets has plummeted. 
Back home, there Is likely to be a 
doubling of unemployment along 
with collapsing investment and con- 
sumer demand. On top of all that, 
interest rates will probably average 
over 20 per cent 

Short term, this is a lethal cock- 
tail for a Korean corporate sector 
up to its eyeballs in debt Moreover, 
the ensuing bankruptcies can only, 
cause havoc in the already weak 
banking sector. This pain is the 
unavoidable price of past economic 
mistakes. But it is also the symp- 
tom of far-reaching economic 
restructuring which provides the 
basis for a bullish long-term invest- 
ment story. This was far from inevi- 
table. Indeed as recently as Decem- 
ber. it seemed pie in the sky with 
Koreans, including President-elect 
Kim Dae-jung, seemingly hostile to 
International Monetary Fund 
restructuring measures. This pic- 
ture Has chang ed utterly. Mr Kim 
has exceeded the most optimistic 
expectations, showing a keen 
understanding of Korea’s difficul- 
ties and an impressive resolve to 
effect these changes quickly. More- 
over, the Korean people have 
largely swung behind him.. 

Mr Kim has certainly been imple- 
menting the IMF programme expe- 
ditiously. But he has gone further 
by deregulating financial and 
labour markets, and stressing gov- 
ernance issues. 

Korea's appetite for'stiff medicine . 
need not of course spell huge 
investment riches. Indeed, the Ml*., 
out will make it a risky place. And 


FTSE Eurotop 300 index: 

1080.2 (+1.0) 

South Korea 
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Mr Kim will have to tread a fine 
path if be is to ensure that his 
reforms stay on track. But for those 
happy to take the medium-term 
view, the gains should be hand- 
some. With bond and currency mar- 
kets still illiquid, investors are in 
effect confined to the equity mar- 
ket The first step Is to focus, on- 
companies with a. low insolvency 
risk. Thereafter the main Issues will 
be competitiveness - given rising 
foreign competition 7 and manage- 
rial competence. Only the strong 
will survive, but those who embrace 
change early and effectively will 
flourish. 

I talian h anks - 

Italy's banking sector is in such a 
whirl that one might think it is 
finally addressing its deep-seated 
weaknesses. Surely, it might be 
argued, that is what lies behind the 
mooted merger between IMI and 
Istituto San Paolo di Torino, as well 
as Assicurazloni Generali’s request 
to the authorities to increase Its 
stake in Banca Commerriale Ital- 
iana (BCD. 

Unfortunately, impressions can 
be deceptive. These combinations 
are not bad in themselves, but they 
fail to address the central problem 

in Italian - hanking - high «Kbi IMT 1 b 

an investment bank, while Sam 
Paolo Is an ordinary commercial 
bank: so there is not much scope for 
cost-cutting there;; Nor is there 
between Generali, an insurer, and. 
BCL a commercial h ank. What is ‘ 
really needed are full-blooded merg- 
ers between omimercial banks,' like, 
the combination of Lloyds TSB in 
the. UK. But even when that hap- 
pens, as with last year’&Cariplo/ 
Ambroveneto tie-up, the manage- 


ment ghnnks from cost-cutting: the 
two banks are keeping separate 
branch, networks. 

Simply looking at Italian banks 
poor but not disastrous returns on 
equity disguises the need for 
urgency. The industry’s high costs 
are partly masked by high reve- 
nues. The snag is that, when the 
single currency Is launched next 
year, lower-cost foreign rivals wifi 
‘ be tempted by these rich pickings 
and domestic banks' profits could 
dive. More important than the 
merger fireworks are the negotia- 
tions between the industry and 
unions on cost-cutting. Sadly, these 
are moving slowly. 

McDonald’s 

' McDonald’s small investment in a 
14-branch Mexican food chai n based 
in Denver - its first non-burger 
acquisition — is nevertheless a shift 
in strategy. Just as well. McDon 
aid’s US earnings growth evapo- 
rated more than a year ago, and 
attempts to kick-start the US busi- 
ness have flopped. This is not 
entirely McDonald's fault the US 
East food market is. saturated. But 
Big Mac’s response has been unim- 
pressive. New products and promo- 
tions, such as ths Arch Deluxe and 
a 55-cent burger, failed to inspire. 
and the company has lost market 
share to Burge: King. Last year. 
McDonald's was forced to scale 
back its US restaurant openings, 
after franchisees protested that new 
locations were cannibalising their 
business. 

Worse still, it started to look as if 
the company was adopting a bun- 
ker mentality, insisting it was going 
to expand its US burger business 
without coming up with fresh Ideas. 
The investment in Chipotle Mexi- 
can Grill, an upmarket chain. Is a 
welcome sign that McDonald's is 
searching for a way out of the 
impasse. 

But the company's 10-15 per cent 
earning s growth forget for the next 
five years will be hard to meet 
unless its faster-growing overseas 
markets boom. The management is 
going, to take a year or two to 
decide whether to extend the Chi- 
potle franchise, so any positive 
impact on earnings is donkeys* 
years away. .Given McDonald’s dire 
share price performance, its man- 
agement should apply some fast 
food production techniques to gen- 
erate quicker thinking. 

Additional Lex comment 
on Unilever, Page 21 
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Italian bankers 
ready to merge 

Italy's highly fragmented hanking sector is 
consolidating rapidly, partly in preparation for 
monetary union and greater cross-border compe- 
tition. AD eyes are on Rome today, where IML 
the privatised Italian banking group! will decide 
whether to approve a merger with Istituto San 
Paolo di Torino, the country’s largest commer- 
cial bank in terms of assets. Page 20 

Soros the Argentina cattle kina 

international investor 
George Soros (left) has 
many claims to fame. 
But for Argentina's 
newspapers at least, he 
is the country's cattle 
king and 1 shopping man 
r - supremo, distinctions 
be gamed through his 
holdings-ih Argentina- 
based real estate com- 
pany IRSA and fanning 
and agricultural invest- 
ment company Cresud. The companies, run 
respectively by Eduardo Elsztain and his 
brother Alejandro, started oat from a belief that. 
Argentine assets had become undervalued after 
the country's economic opening in the 1990s. 
Page 16 

Asian crisis lifts homy Industry 

The global heavy engineering industry is trying 
to put a brave face on Asia's economic 
upheaval East; Aslan economic expansion was 
the biggest element in the growth of the mar- 
kets far equipment for electricity, transport; 
water and sewage schemes. But while the worst 
might be over, the Asian crisis has put the 
brakes on this growth. Page 18 
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Shell executive breaks with past 

Retiring chairman spurns non-executive role 


By Robert Corzkie in London 

Car HerkstrWer. chairman of 
the top executive committee at 
Royal Dutch/Shell, has decided 
to break with tradition by not 
moving oh to the board as a 
non-executive director after he 
retires in- July. 

The decision could mark the 
end of a controversial corpo- 
rate governance practice at 
Shell, which is the largest and 
one of the most conservative 
and tradition-bound of the 
international oil groups. 

In the past, former top exec- 
utives were, routinely made 
non-executive directors after 
retirement, often in a key 


board post such as chairman 
of the remuneration commit- 
tee, which sets the pay of then- 
successors. 

Critics of Shell said the prac- 
tice stifled innovation and 
acted asa restraint on the free- 
dom of the executive chairmen 
of the group's holding compa- 
nies. the Netherlands-based 
Royal Dutch Petroleum and 
the UK-headquartered Shell 
Transport and Trading 

Mr Merkstrbter, who has 
championed an ambitious 
reform programme at Shell, 
said that his decision was "per- 


sonal" and should not be 
viewed as criticism of his pre- 
decessors. 

He agreed in an interview, 
however, that his decision was 
a "conscious break" with the 
past. His reasons for doing so 
suggest it will be difficult for 
his successors to justify a 
return to the policy. 

"I find it difficult." he said, 
"to be confronted with such a 
different role almost immedi- 
ately after having stepped 
down as chairman" of the com- 
mittee of managing directors, 
the top executive council in 


Shell's collective management 
structure. 

“It would be very hard not to 
interfere in issues in which I 
was deeply involved as an 
executive director." 

He rejected suggestions that 
former executive directors now- 
in non-executive positions 
wielded too much power over 
the board. He said "sufficient 
care" was taken to ensure that 
the former executive directors 
did not overwhelm their out- 
side colleagues. 

“It does not happen to the 
extent they [critics] say. The 


majority of board members are 
outsiders, as are the majority 
of committee members," he 
said. 

Mr HerkstrQter denied that 
recent restructuring of the 
group and the present effort to 
transform its business prac- 
tices bad been opposed by key 
board members. 

“It was not so much resis- 
tance. but useful queries about 
how to improve things. It is 
normal that people ask ques- 
tions." he said. 

Mr HerkstrQter, who joined 
Shell in 1971. is to be replaced 
by Mark Moody-Stuart. chair- 
man of Shell Transport and 
Trading. 


Pre-tax profits fall of 4% blamed on sterling's strength and Asian crisis 


Reuters to launch new 
service despite inquiry 




By John Gapper, 

Media Editor 

Reuters Holdings, the finan cial 
information company, yester- 
day said it would press ahead 
with the imminent launch of 
its new financial analysis prod- 
uct in the US. In spite of the - 
risk of it being affected by a 
current criminal investigation. 

The company said its Reu-_ 
tens 3000 analysis and informa- 
tion product, which is 
intended to match a service of 
US rival Bloomberg, would be 
launched within two months - 
despite the inquiry into alleged 
illegal use of Bloomberg data. 

Reuters confirmed its inten- 
tions as it disclosed a 4 per 
cent fall in pre-tax profits for 
the 1997 financial year from 
£652m ($1.06bn) to £626m. 

The figures for 1996 were 
restated to include the amorti- 
sation of goodwill. . 

..The. fallj, slightly greater. 


than analysts’ expectations, 
was caused by the strength of 
sterling and a slowing of 
growth due to the Asian crisis. 
Excluding currency effects, 
there was an 11 per cent rise in 
pre-tax profits. 

The company, which was 
informed two weeks ago that it 
faced a US grand jury inquiry 
Into whether it had used a con- 
sultancy company to take 
information from Bloomberg, 
reiterated that it did not think 
Its products were affected. 

Peter Job, Reuters' chief 
executive, dismissed as “wild 
speculation” reports it may 
have undertaken electronic 
surveillance of Bloomberg. 
"We have no knowledge of 
these fancy things we are said 
to have done with their com- 
puter code." he said. 

He said Reuters would “stick 
to our guns" with a growth 
strategy based on investment 
In existing operations rather 


than acquisition. “This is not 
the time to abandon the posi- 
tion. We are reloading our 
guns," he said. 

He said that while the uncer- 
tainty created by the inquiry 
was “not good" for the group, 
legal disputes were not uncom- 
mon. “We are not the first nor 
the last group operating In the 
US to face such things." 

The group disclosed it had 
Dot quite met its target of 

30.000 for sales of Reuters 3000 
by the year end. but it had 

44.000 inkallatious of the sys- 
tem pending in addition to the 
27,800 already installed. 

Revenues dropped by l per 
cent from £2.9lbn to £2.88bn, 
and earnings per share fell by 
12 per cent from 27.3p to 24p. 
The final dividend rises 10 per 
cent from 9p to 9.9p, taking the 
total to 12-10p from lL75p. 

Its shares, which fell sharply 
after disclosure of the inquiry, 
dosed I0.5p up at 572p. 
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International bond issues increase by 20% 
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By Edward Luce in London 

More companies and batiks are 
raising money on the interna- 
tional bond market than before 
with issuance rising to $l55bn 
in the first six weeks of the 
year. This is 20 per cent higher 
than the amount raised in the 
same period last year. 

The level, which compares 
with a figure of less than 
$L30bn issued during the same 
period in 1997, itself a record- 
breaking year, has surprised 


market analysts in the wake of 
the financial crisis in Asia. 

But issuers have been 
encouraged by the relatively 
low level of international inter- 
est rates, when borrowing in 
the syndicated loan market 
has become more difficult. 

“Companies are locking in to 
the extremely low cost of bor- 
rowing on offer in the bond 
markets at the moment," said 
Paul Abberly, a fund manager 
at Lombard Odier, the private 
Swiss bank. "Investors are 


happy to buy at these low 
yields because there Is no sign 
of inflation on the horizon." 

Economists say these boom 
conditions are also underpin- 
ned by longer-term "secular" 
trends, including declining 
government borrowing and the 
approach of European eco- 
nomic and monetary union. 

The fact that the US is 
expected to achieve a fiscal 
surplus in 1999 while European 
governments are cutting defi- 
cits as part of the Maastricht 


criteria for Emu is a stimulus 
for companies to issue debt in 
their place, say economists. 

“Instead of crowding out the 
market, governments . are 
crowding it in by issuing mucb 
less debt than they used to," 
said Avinash Persaud. head of 
currency research at J.P. Mor- 
gan In London. “This also has 
the effect of reducing 
long-term interest rates so 
allowing companies to borrow 
at lower yields." 

The high level of activity. 


combined with an almost total 
absence of emerging market 
issuance this year because of 
the Asia crisis, is expected to 
rise in the medium term. 

In contrast fewer companies 
are borrowing from banks. A 
recent study showed banks in 
1997 would have earned far 
higher returns by investing in 
bonds rather than extending 
loans to clients in the syndi- 
cated market. 

International bonds. Page 22 


Nomura 
quits fight 
for Energy 
Group 

By Simon Davies and Virginia 
Marsh in London and 
Will Lewis in New York 

Nomura Interna tiona? 
unexpectedly withdrew from 
the £4bn ($6.5bn) battle for 
Energy Group last night, 
claiming it could not justify 
bidding above the 765p offer 
from PacifiCorp- the US utility. 

Its withdrawal leaves Pacifi- 
Corp in pole position to buy 
the energy' and coal mining 
business demerged from Han- 
son iast year. However. Texas 
Utilities, another US electricity 
group, is still indicating that it 
may counter bid. 

Nomura, the European arm 
of the Japanese investment 
bank, said its withdrawal did 
not reflect concerns that its 
offer would be referred to the 
Monopolies and Mergers Com- 
mission. putting it at a disad- 
vantage to its US competitors. 

It is understood that after 
conducting due diligence on 
Energy Group's Peabody Coal 
subsidiary, Nomura had esti- 
mated the ongoing cash costs 
of a healthcare scheme related 
to black lung disease would 
have amounted to $130m per 
.innrnn This would have made 
it impossible to Issue securit- 
ised bonds hacked by the cash- 
flow of the company to fund 
its bid. 

Nomura held discussions 
with Lehman Brothers, the US 
investment bank, over the pos- 
sible disposal of Peabody and 
Energy Group’s Citizen Power 
subsidiary. It is understood 
that an offer of between S2.5bn 
and $2.7bn was discussed. 

Nomura said talks on the 
sale of Peabody "are unlikely 
to reach a satisfactory conclu- 
sion. In the absence of agree- 
ing such a sale to a third 
party, Nomura would not 
make an offer for [Energy 
Group]." 

Nomura was always consid- 
ered to be at a disadvantage in 
the battle. PacifiCorp’s offer 
has been cleared by UK regula- 
tors, and the fact that Nomura 
would be a financial buyer had 
increased chances its bid 
might be referred. 

Nomura said the return on 
capital achievable on its acqui- 
sition of Energy Group would 
have been insufficient at 765p. 

PacifiCorp said it was 
pleased by Nomura's decision 
to pull out of talks with 
Energy Group: “PacifiCorp 
believes the 765p cash offer for 
Energy Group represents 
excellent value and certainty 
for Energy Group sharehold- 
ers.” 


Barry Riley 

Bearish UK institutions 
become minority owners 



last year, 
investors 


Those awkward 
Americans, it 
seems, are no 
longer embar- 
rassing the 
British invest- 
ment institu- 
tions as they 
were this time 
Although foreign 
(nearly all 
Americans) have raised their 
ownership of UK equities from 
15 to 16 per cent over the past 
year, the most recent inflows 
have largely been into the kind 
of mid-size stocks that domes- 
tic funds have found so rela- 
tively disappointing. 

These, and many other, inti- 
mate details of the UK equity 
market can be gleaned from 
the new edition of Schroders 
Securities' ownership study. It 
is based on shareholder data 
collected by Citywatch last 
November.- : 

The onward march of the 
Americans has been slowed by 
last year's global stock market 
crisis. The US international 
equity mutual funds, in partic- 
ular. hare often suffered out- 
flows in recent months. But 
they were significant net buy- 
ers of UK equities through 
much of 1997. Initially they 
bought the big capitalisation 
leaders, but later they began to 
chase the underperforming 
“value" . stocks like British 
Steel, BTTL Pilklngton, Court- 
aolds and Ihchcape. That, says 
Schraders, was a mistake. 

So the British funds could 
unload some of the struggling 
stocks they had given up on. 
But. overall they continued to 
lag. Their ability to control pri- 
cing trends within the UK 
equity market waned, as their 
overall ownership slipped from 


54 to 48 per cent Early, and 
incomplete, figures from the 
performance measurement 
consultants Caps suggest the 
median pension fund under- 
performed in the UK market 
by L9 percentage points. That 
was disappointing, but nothing 
to compare with the quite 
astonishing underperformance 
in overseas equities of 13 per- 
centage points against the 
World ex-UK Index. 

The decline in the ownership 
share of domestic institutions 
partly reflected their under- 
exposure to the market leaders 
and the net buying from the 

Some of the big 
pension fund 
managers have 
capitulated 
recently and 
bought back 
into UK equities 

US. But another important fee- 
tor was the bearish retreat 
into cash, which was up to 
8 per cent of pension fond 
portfolios by the year-end. 

The financial services sector 
also had the nasty technical 
problem posed by the demutu- 
alisation windfalls eqjoyed by 
personal investors. Halifax. 
Norwich Union and the others 
account for nearly 3 Vi tier cent 
of the All-Share index and per- 
sonal shareholders still hold 
most (perhaps two-thirds) of 
the stock. They will have to be 
paid silly prices to persuade 
them to sell out 

Schraders has no sympathy 
for institutions underweight in 


the leaders. It predicts more of 
the same: outperformance by 
the largest and most liquid 
stocks, especially merger can- 
didates. Indeed, the FTSE 100 
Index has already outper- 
formed the 250 mid-cap index 
by nearly 6 per cent this year. 
"Value" stocks, according to 
Schroders, will continue to 
struggle, given that they typi- 
cally lack pricing power in a 
deflationary global economy. 

Arguably the divergences 
will be intensified by the knee- 
jerk reactions of pension 
sch eme trustees as they switch 
unde r perf o rming mandates to 
index funds and growth man- 
agers. The value houses have 
wound up with high exposures 
to some of the stock market’s 
dogs - dangerously high if they 
become forced sellers. Their 
exit will have to be through 
the private market, as hap- 
pened last week at Dalgety 
where PDFM and M&G hold 
37 per cent between them. 

Some of the big pension fond 
managers have capitulated 

recently and bought back into 
UK equities. Merrill Lynch's 
latest Gallup Poll suggests that 
cash has been cut sharply. 
Last year some houses raised 
cash to reduce their risks 
against PDFM and Gartmore, 
but in 1998 they have moved 
off in their own new direction. 

Domestic unit trusts are 
even more exposed to the 
underperforming sectors. Unit 
trust managers seem to be 
locked in a 1980s time warp, 
heavy in the "value" mid-cap 
industrials but underweight in 
banks, oils and pharmaceuti- 
cals. No wonder M&G, once 
the temple of active manage- 
ment, has sacrilegiously 
launched a tracker fond. 
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Telmex warns 


over fees dispute 


Telmex. Mexico's biggest telecommunications company, 
warned yesterday that it may have to make provisions in 
the first quarter of 1998 because of a dispute with US car- 
riers over settlement rates. Alfredo Cerezo, Telmex 
finance director, issued the warning after announcing a 
better-than -expected increase in 1997 fourth-quarter prof- 
its, and a planned increase in capital expenditure in i£€8 
from 5892m to $1.2bn. 

Mr Cerezo said Telmex was sticking by an agreement to 
charge US carriers such as AT&T and MCI 37.5 cents a 
min ute in international settlement rates, despite lobbying 
by the US companies to force Telmex to lower the tariff. 
He said if US carriers failed to pay the full rate, the 
impact would show up in Telmex's financial statement 
from March onwards. “If we have not reached an agree- 
[ ment we will introduce a provision in expenses." Mr Cer- 
ezo said. 

Telmex, a former monopoly, has been attacked by 
rivals, which claim that its interconnection fees and inter- 
national settlement rates have caused heavy losses and 
hindered expansion plans since long-distance competition 
started in 1996. Telmex's 1997 results showed competition 
had cut international long-distance revenues by 32 per 
cent compared with 1996. and domestic long-distance reve- 
nues by 20.9 per cent. However, local revenues, in a mar- 
ket where Telmex's monopoly ends this year, rose 32 per 
cent. 

Fourth-quarter profits surged to almost $400m from 
$12m in the last three months of 1996, but profits for the 
year as a whole fell 4.3 per cent in 1997 to Sl-6bn. Analysts 
said the fourth-quarter results showed healthy declines in 
operating expenses. Henry Tricks, Mexico City 


CANADA 


Loblaw to enter banking 


Canada's biggest supermarket chain is to follow the UK 
vogue for supermarket banking with the launch of its 
own financial services operation. Loblaw. which attracts 
an estimated 8m customers every week in supermarkets 
across most of Canada, will offer banking services under 
the “President's Choice” brand-name it already uses for 
own-label groceries. The processing and clearing will be 
carried out by Canadian Imperial Bank of Commerce, 
Canada's second largest bank. 

The Loblaw banking service is s imil ar in concept to the 
financial products launched last year in the UK by retail- 
ers such as J. Sainsbury and Tesco. combining the super- 
market's brand name with a traditional bank's back-office 
strengths. Those companies have been surprised by their 
success, and have even had initial difficulty coping with 
the volume of new customers. 

However other Canadian banks were sceptical about 
the venture. “We would never submerge our brand In that 
way," said Jim Rager, executive vice-president in charge 
of personal financial services at Royal Bank of Canada. 

Royal Bank and other Canadian banks such as Toronto 
Do mini on have been experimenting with the alternative 
approach of opening kiosks under their own names inside 
supermarkets. George Graham, Toronto 


OIL INDUSTRY 


Texaco upbeat despite price fail 


The decline in oil prices from more than $20 a barrel at 
the end of 1997 to $16.50 now represents an opportunity to 
make acquisitions at reasonable prices, said Peter Bijur. 
chief executive of Texaco. “We are very engaged in eval- 
uating what is available." Mr Bijur said. On Monday, Tex- 
aco announced it bad access to additional reserves equiv- 
alent to 167 per cent of annual production, aided by its 
acquisition of Monterey Resources. 

Mr Bijur said the level of production replacement would 
be at the top of the industry average of 130-140 per cent 
for 1997. Texaco's net proven reserves grew to 4.3bn bar- 
rels of energy equivalent, aided by a 420m barrel addition 
from Monterey, up from 3.7bn barrels at the end of 1996. 
He said that although there were contingency plans 
should the slide in oil prices continue. Texaco tested its 
investment programs at $15 per barrel and had no plans 
to reduce exploration spending of $800m for 1998. 

Reuters, New York 


Comments and press releases about international 
companies coverage can be sent by e-mail to 
mternatianaLcompanies’qjt.com 


COMPANIES AND FINANCE: THE AMERICAS 


Time Warner ahead in final quarter 


By Christopher Parises 
in Los Angeles 


Time Warner overcame a weak 
market for music and a modest per- 
formance in US cinemas to post an 
18 per cent increase to $1.65bn in 
cash flow for the closing quarter of 
1997. 

Net income per share, adjusted 
for extraordinary Items, was 23 
cents, compared with a 3 cent loss 
In the same period last year. 

Wall Street responded to the 

results and optimistic forecasts 
from Gerald Levin, chairman, by 


marking up the media and enter- 
tainment group's stock. The shares 
rose $1$ to $65 in early trading. 

The market’s mood had 
Improved on Monday when the 
company announced the planned 
sale of its stake in Six Flags theme 
parks, a deal expected to bring in 
more than $950m, which is ear- 
marked for reducing debt 

Mr Levin said 1997 was a turning 
point for the heavily indebted com- 
pany, and predicted more records 
in the current year, when he expec- 
ted capital spending to be fiat and 
free cash flow to rise. Cash flow - 


earnings before tax,, depreciation 
ftpri amor tisation - rose 25 per cent 
for the full year to $5.4bn, on reve- 
nues up. 32 per cent at $l3-3bn. 

Publishing operations, which 
Include People and Time maga- 
zines, and cable divisions .including 
TNT, the most popular primetime 
network, contributed most to the 
advance. 

Higher subscription rates for 
cable consumers, currently subject 
to criticism from Washington regu- 
lators, also helped bolster results. 

Cash flow from publishing rose 

14 per cent to $228m for the 


quarter while the Time Warner 
Cable division posted a record 
Ebitda rise of 44 per cent to 5757m, 
bringing the year’s advance to 23 
per cent - 

The music, business continued to 
suffer in the industry-wide depres- 
sion. Cash flow for the quarter 
fell40 per cent from $290m to 
5174m, while revenues slipped mar- 
ginally from $l.2bn to $1.06bn. 

Cash flow for the full year, dur- 
ing which the company held a 20 
per share of the US market, 
gqd had success with Jewel, LeAnn 
Rimes and other top names. 


slipped 26 per cent, from $744m to 

5550m. . ... 

Warner Bros, which had an 
undistinguished year at the box 
office, reported a 10 per cent rise in 
cash flow far the final quarto- and 
the year.' Sales of television produc- 
tions, Incl uding ER and Friends, 
helped the division to its 15th con- 
secutive record year. 

Admitting to “lower domestic 
theatrical results" for Warner Bros 
fj jjpia the group said international 
returns from Batman & Robin, 
Contact and Conspiracy Theory 
also contributed , to the advance. 


George Soros joins cattle super- 


I nternational investor 
George Soros has many 
claims to fame. 

But for Argentina’s news- 
papers at least, he is first 
and foremost the country's 
cattle king and shopping 
mall supremo. Mr Soros 
gained these distinctions 
through his holdings in 
Argentina-based real estate 
company IRSA and farming 
and agricultural investment 
company Cresud. 

It was Argentine investor 
Eduardo Elsztain who 
approached Mr Soros and 
convinced him of Argen- 
tina's potential. 

Partly backed by funds 
from Mr Soros, IRSA, run by 
Mr Elsztain, and Cresud. run 
by his brother Alejandro, 
have been busy snapping up 
assets. Since Mr Soros and 
other investors acquired 
their stakes in 1994, Cresud 
has increased its agricul- 
tural land holdings from 
22,000 hectares to 410,000, 
with a further 160,000 on 
lease. 

IRSA. meanwhile, has 
been in the market for shop- 
ping centres. The most spec- 
tacular deal to date was the 
$183m purchase last Septem- 
ber of the property arm of 
industrial and energy com- 
pany Perez Companc. which 
included upmarket Buenos 
Aires shopping centre Alto 
Palermo. The deal, carried 
out with Chilean partner 
Parque Arauco, gave IRSA 


control of more than 60 per 
cent of the city's shopping 
malls, by area, and much- 
needed critical mass in the 
sector, local analysts say. 

A new vehicle is being cre- 
ated for these retail inter- 
ests, to be called Alto Pal- 
ermo, which will be 51 per 
cent owned by IRSA. 35 per 
cent by Parque Arauco, and 
8 per cent by Goldman Sachs 
Emerging Markets Real 
Estate Fund. 

IRSA has also been build- 
ing up a “landbank” of sites 
for development, including 
prime but neglected areas 
around the former docks 
area of Puerto Madera, the 
city's most successful urban 
regeneration project. 

One site, home of a failed 
project by the Boca Juniors 
football club to create a 
“sports city", had become a 
resting place for rusting con- 
tainers. IRSA eventually 
wants to turn the land, for 
which It paid 554m. into a 
riverside village for the 
yachting set 

Last year, it paid $I3^m to 
CEI Citicorp Holdings, way 
below most valuations, for 
the prestigious Liao Liao 
resort hotel near Barfioche. 

IRSA and Cresud have sep- 
arate management struc- 
tures and objectives but 
share a number of character 
istics. Cresud’s growth may 
herald the eclipse of Argen- 
tina's old family-owned 
farms by bigger land hold- 


investing in Argentina 
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The company last year 
formed a joint venture ‘with 
Texas-based Cactus Feeders, 
the second biggest feedlot 
company in the US. Cattle 
will be brought to the feed- 
lots. stffl a novelty In Argen- 
tina, for the final stages of 
fattening. The first feedlot 
. will have capacity for an 
annual 100.000 head of cattle. 
- It was a single transaction 
last July, the $25m purchase 
of Swift- Armour’s cattle and 
land in the north of Santa Fe 
province, that catapulted Mr 
Soros Into the cattle-owning 
super-league. The deal 
brought Cresud over 51,000 
hectares of land and 87.000 
head of cattle, taking its 
total stock to 170,000. After a 
592m rights issue last June, 
Cresud still has $40m for 
land purchases. 



199? FoS 95 



mgs under professional man- 
agement. “Many of the 
people we buy from are tra- 
ditional farming and ranch- 


ing families,” says Alejandro 
Elsztain. "They have the 
land, but no capital to invest 
in modernising production." 


F rom their small begin- 
nings. IRSA has a 
market capitalisation 
of 5666m. and Cresud 5233m. 
Mr Soros holds 25 per cent of 
IRSA, principally through 
his company Geosor. and 
about 29 per cent- of Cresud. 
partly through his Quantum 
Industrial Partners. 

‘ Analysts have long 
favoured IRSA overCresud, 
and believe the company has 
assembled an impressive 
portfolio of properties: But 
the effects of the Asian. 
financial crisis, already pull- 
ing Argentine growth back 
from I997*s 8 per cent, are 


likely to dampen profits. 

Many analysts see Cresud 
at best a long-term commod- 
ity play. “The company is at 
the mercy of the ebb and 
flow of world commodity 
prices and demand." says 
Peterson Conway of broker 
Interacdones. “We also have 
doubts about some of the 
strategy, such as the feed- 
lots. Tm not sure it’s very, 
cost effective to ship live cat- 
,tle down from the north to 
fee diets, not least because 
they are going to lose weight 
on the way.” 

Drought and lower com- 
modity prices bit the last 
quarter of the 1997 financial 
year, taking net income 
down to only 5700.000 from 
51.8m in the comparable 
quarter. 

But Alejandro Elsztain 
remains upbeat. “Food 
demand will increase. 
Europe and the US will not 
subsidise agriculture for 
ever, and the replacement 
for that will be Argentina.” 

The Elsztain brothers also 
have no doubts Mr Soros 
will stick with them. Quan- 
tum and Mr Soros partici- 
pated in IRSA’s December 
.rights issue, which raised 
5235m largely to pay for 
recent acquisitions, to the 
tune of $80m. Argentina's 
cattle king and shopping 
centre supremo looks like 
he's in for the long haul 


Ken Warn 


AIG sees currency volatility easing 


By William Lewis 
in New York 


American International 
Group, the largest US gen- 
eral insurer, said yesterday 
the recent volatility in Asian 
foreign currencies had 
decreased in the first quarter 
of 1998. 

Announcing fourth quar- 
ter 1997 results above ana- 
lysts' expectations but 
affected by foreign currency 
movements. AIG said the 
exchange rates of Asian 
currencies against the US 
dollar had “shown signs of 
stabilisation”. 


The insurer said that if the 
trend continued, “the impact 
of foreign exchange upon 
AIG's financial statements 
should diminish as the year 
progresses". 

AIG, which is involved In 
a takeover battle for Ameri- 
can Bankers Insurance 
against Cendant, made total 
profits - adjusted to exclude 
realised capital gains, net of 
taxes - of 5870.8m in the 
fourth quarter, up 14.6 per 
cent from the equivalent 
quarter of 1996. 

Diluted earnings per share 
gained 15 per cent to 31.23, 
2 cents ahead of consensus 


Wall Street expectations, as 
compiled by First Call, the 
Boston-based research 
group. In morning trading. 
AIG’s share price increased 
1.44 per cent to 5115ft. 

AIG said foreign exchange 
rates bad continued to affect 
the translation of foreign 
currency net premiums writ- 
ten into US dollars during 
the fourth quarter. 

The insurer reported pre- 
mium growth in foreign gen- 
eral insurance of 10.6 per 
cent in local currency terms 
but a rise of 4 per cent in US 
dollar terms. 

In worldwide life assur- 


ance, premium growth in the 
fourth quarter was 17 per 
cent in local currency terms, 
but only 5.1 per cent in dol- 
lar terms. 

AIG has the largest busi- 
ness outside the US of any 
American insurer. Last. 
December It bid Sl2bn for 
ABL a Miami-based insurer, 
but is now facing a compet- 
ing bid from Cendant 

Hank Greenberg, chief 
executive, said AIG's foreign 
general insurance business 
“had a good year” despite 
the effects of Asian foreign 
currency tnrmoiL 

He added: “It was : a good 


quarter and year for AIG. 
For 1997, our net income, 
revenues, assets and share-' 
holders’ equity, all rose to 
record levels." 

Mr Greenberg said while 
life business foreign premi- 
ums. when converted to US 
dollars, had been “'adversely 
impacted . by foreign 
exchange", since losses and 
expenses are also incurred in 
local currency, the “bottom 
line impact has been rela- 
tively small”. 

In addition, he said 
sharply rising interest rates- 
in Asia have had a beneficial 
impact on operating income. 


Canadian 
National 
close to 
US buy 


By Wlfiant Lewis 


Recommended Cash Offer 
by 

DLJ Phoenix Securities Limited 
on behalf of 
AMP Invest pic 

a wholly-owned subsidiary of AMP Limited 
for 

Henderson pic 


Aon acquires Hedging buoys 
F rench broker Barrick Gold 


By WflHam Lewis 


DU Phoenix Securities Limited IDLI Phoenix) announces on behalf of AMP Invest pic ' AMP Invest i that, 
by means of a formal offer document dated 10 February 1993 (die Offer Document 1. DLI Phoenrv has 
made an offer (the Offer i on behalf of AMP (mest to acquire afl the existing utwondi tkmaU y allotted or 
issued and fully paid ordinary shares of 25p each in Henderson pic (TtemJenort) and any further such 
shares which are unconditionally allotted or issued and fully paid prior to the da* cm Which the Offer 
doses. Terms defined m the Offer Document have the same meanings in this advertisement 


The Offer 

The Offer b made on the following basis- 

for each Henderson Share £16 in cash plus 4Sp as a Seco n d Tnii-rim Dividend. 

As an alternative to any or all of the cash consideration of £16 per Henderson Share which would 
otherwise be payable under the Offer, accepting Henderson Shareholders (other than certain overseas 
Henderson Shareholders) may elect to recave Loan Notes to be issued on the following basis: 

for each £1 of cash otherwise available under the Offer £1 nominal of Loan Notes. 
Henderson Shareholders who elect for Loan Notes will still be entitled to receive the Second Interim 
Dividend in relation to the Henderson Shares for which they have made such election. 

The Levan Notes will be issued by AMP Invest, credited as fully paid, in integral multiples of £1 nominal 
amount, and will be guaranteed by AMP (UK) pic Fractional entitlements will be ignored. The Loan 
Notes win bear interest at a floating rate (from the date of issue to the relevant holder of Loan Notes) 
payable in arrears on 30 June and 31 December in each year, at the rate of 0 3 per cent below LIBOR as 
determined on the first business day of each interest period The Loan Notes will be redeemable at the 
opt i o n of the holders, to part or in whole, at half yearly intervals oosnmeneng on 51 December 1998. On 
30 June 2004 all outstanding Loan Notes will be redeemed. The Loan Notes will be transferable subject to 
certain restrictions No application has been made nor is it intended that one should be made to any 
stock exchange for toe Loan Notes to be listed or otherwise traded. 

The Loan Note Alternative b conditional on the Offer becoming or being declared unconditional in all 
respects and will remain open for election for so long os the Offer remains open for acceptance. 

The full terms and conditions of the Offer and toe Loan Note Alternative are set cut » toe Offer 
Document and the Form of Acceptance 

The Offer is capable of acceptance In accordance with the terms and conditions set out in the Offer 
Document. The Offer is extended to all persons to whom the Offer Document nay not be despatched 
who hold, or who are entitled to have unconditionally allotted or issued to them. Henderson Stares. Such 
persons are informed that copies of the Offer Document and Fort es of Acceptance are available for 
collection from The Royal Bank of Scotland pic. Registrar's Department New Issues Section, PO Box 633. 
3-10 Great Tower Street. London EGR 5EK. 

The Offer is open for acceptance unh] 300 pm (London tune) on 1 1 March W48. 

The Offer is not being made, directly or indirectly, in or into Canada, Austraka or Japan and the Offer 
Document and die Form of Acceptance are not being, and must not be, mailed or otherwise forwarded or 
distributed or sent into Canada. Australia or Japan. 

The Otter is being made m (he United States by aMP Invest. References in this adverrsemerl and toe 
Offer Document to the Offer being made by DLI Phoenix should be read ac c orton gl y. 

Th? Loan Notes to be issued pursuant to the Offer have not been, and will rex be. registered under the 
Securities Act. or under toe secunbes laws of any State of toe United States, no sreps have beat taken to 
enable the Loon Notes to be offered in compliance with the applicable securities laws of Canada or Japan 
and no prospectus m relation to the Loan Notes has been or will be lodged with or registered by the 
Australian Securities Commission. Accordingly. I except in transactions econpt torn <x oat subject to the 
registration requirements of the Securities Act or toe relevant securihes laws of Canada. Japar. or 
Australia) the Loan Notes may not be offered, sold or delivered, directly or indirectly, n or awo the 
United States. Canada. Japan or Australia nor to or for toe account or benefit of any Restricted Overseas 
Person. 


Aon, the acquisitive 
international insurance bro- 
ker, yesterday announced it 
had agreed to take over Le 
Blanc de Ni colay, the largest 
reinsurance broker in 
France. 

Reporting fourth-quarter 
results in line with analysts’ 
expectations. Aon declined 
to disclose terms of the 
acquisition and would say 
only that the deal was sub- 
ject to regulatory consent 
and due diligence. 

Announcement of the 
takeover comes just days 
after Aon announced an 
agreement to acquire Gil y 
Carvajal, the leading Span- 
ish broker. 

In recent months Aon has 
acquired Alexander & Alex- 
ander. its US rival, for 
Sl.2Sbn: Bain Hogg from 
Inchcape for 8252.9m; and 
Minet, the lossmaking UK 
broker which it acquired 
from St Paul Companies, the 


US property and casualty 
insurer. 

Aon yesterday reported 
operating income from con- 
tinuing operations - exclu- 
ding special charges and 
realised investment gains - 
of SI 12m in the fourth quar- 
ter, up 37 per cent from $82m 
in the same period a year 
earlier. 

Operating income per 
share was 65 cents, up 38 per 
cent from 47 cents. 

For the full year, operating 
income was S402m. up 16 per 
cent from 5346m in 1996. 
Operating income per share 
was $2.30, against SL97 last 
year. 

Fourth-quarter revenues 
from continuing operations 1 
increased 42 per cent to 
SL5bn in 1997 from Sl.lbn 
last year. 

Net income rose 144 per 
cent from S46m to 5113m, 
while net income per share 
for the quarter climbed 
160 per cent from 25 cents to 
65 cents. 


By Scott Morrison 
In Toronto 


Lower operating costs and 
an aggressive hedging policy 
enabled Barrick Gold. North 
America's second largest 
gold producer, to lift fourth- 
quarter net income 34 per 
cent to USS75m. or 20 cents a 
share, against 556m, or 15 
cents, during, the same 
period last year. 

Barrick’s programme of 
phasing out higher-cost 
mines cut operating costs 
during the quarter 18 per 
cent to 5172 an ounce. The 
company predicted its oper- 
ating costs would average 
$170 an ounce in 1998 
$150 in 1999 as lower-cost 
rnfmxi go )ntn production. 

The hedging programme 
contributed 5300m earnings 
in 1997. The producer real- 
ised 5420 an ounce, an 588 
premium over the 1997 aver- 
age bullion spot price of 5332 
an ounce. It has 10.1m 
ounces; equivalent to about 


three years' .production, 
hedged at USS400. 

Peter Munk . chief execu- 
tive, said Barrick remained 
focused on lowering operat- 
ing costs, enhancing returns 
of its - hedging, programme 
and increasing cash 'flow. 
Operating cash flow for the 
quarter was. 5120m, against 
5121m, and reserves were 
unchanged -at 50.3m ounces 
after adopting a new. gold 
price calculation base of $350 
an ounce. 

- Barrick produced 846,546 
ounces in the fourth quarter 
and 3m ounces during 1997,' 
down from 3.1m the year 
before. It forecast 1998 out- 
put at 3m ounces and 1999 
production at 35m ounces, 
boosted by the New Ffatina 
mine in Peru when it enters 
production this year. Operat- ■ 
Lug costs at the open-cast 
Peruvian mine are expected 
to.be as low as $50 an ounce. 

Capita] expenditure In 1997 
was $82Sm mid is expected to 
rise to 5475m this year. 


Canadian banks draft US plan 


By George Graham 
in Toronto 


This odvertsement is published on Melf of AMP Jnrest ami ta i wit appro zed by DLI Phsmir. which 15 
reyulatcd hv The Securities and Futures Aulhar.hi Limited far the purposes of Scctxn 5” of tor Fiwncul Serves 
Act 1 9S6 

The Directors of AV1F fL/K. 1 pic and of AMP Invest accept responsibility for the ^formation contained in this 
advertisement TVj the best of ther kneededge and belief 1 having taken atl reasonable care to ensure Jut such a the 
one), the information contained m Ass adeeritsement q in accordance tilth Ac facts and docs re! ent cxylhxfr 
likely lt> affect the import of such information. 
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Royal Bank of Canada and 
Bank of Montreal plan to 
expand into the US through 
acquisition if their proposed 
C$38bn (US$26.48bn) merger 
is allowed to go ahead. 

Peter Currie, chief finan- 
cial officer of Royal Rank 
said his organisation had 
looked at 45 possible deals in 
the US last year, but would 
now be able to use Bank of 
Montreal's US subsidiary. 
Hams Bank, the third larg- 
est bank in the Chicago area. 


as a springboard. “We have 
great brand awareness in 
Canada, but it drops off 
pretty fast once you cross 
the 49th paralleL" he said. 

The merger of Canada's 
largest and third largest 
banks was announced last 
month but cannot go ahead 
until September after a gov- 
ernment task force on the 
future of the Canadian finan- 
cial services sector has 
reported. Th e deal has been 
criticised as a defensive 
move, both domestically and 
against possible US preda- 
tors, but Matthew Barrett. 


Bank of Montreal chairman 
and proposed co-ciialrman of 
the merged bank, said the . 
merger was aimed not just 
at cutting costs but at 
improving growth prospects. 

"Only half the logic in this 
is defensive: -The other half 
is offensive, where we would' 
want to take'.lf-into the US 
through Harris, Into leasing, 
if we are ever allowed to-do . 
It, and into insurance, if we : 
are ever allowed to sell 
through our branches.’ 1 1 

Harris has struggled to 
boost its market share in its 
regional market and has - 


been outbid for several pos- 
sible takeover targets. Mr 
. Barrett said his “appetite for 
acquisitions, had been dimin- 
ished because of the prices". 

But Bruce Galloway, vice- 
chairman of. Royal Bank, 
said the combined 1 . group 
could look at much larger 
deals. : ‘ 

The merger plan, which 
.would create a -hank with 
assets of CS453bn and 2,804 
brandies in .Canada and 
abroad, must first gain the 
.approval of the Canadian 
competition., bureau and. 
other regulators. 


Canadian National Railway, 
tiie largest freight railway 
in Canada, is expected .to 
announce the takeover of 
Illinois Central - known for 
its slogan "main line of Mid- 
America" - creating the 
fifth largest railway . In 
North America. 

People close to both com- 
panies said yesterday that 
both boards were meeting to 
approve the . transaction. A 
formal announcement was 
expected yesterday after- 
noon In New York. 

IT successfully concluded, 
the new company would 
have approximately 18,700 
route miles in North Amer- 
ica and more than 24,000 
staff. 

Analysts said the com- 
bined companies would pro- 
vide a north-south network 
running from all- Canada’s 
leading markets, through 
Chicago and Detroit to the 
Gulf of Mexico. 

It is thought the two com- 
panies are poised ~ to 
announce a part-stock, part- 
cash deal valuing Illin ois 
Central at about $2.4bn. 
Sources said that Canadian 
National was to acquire all 
the common stock of iihw nia 
Central for a combination of 
cash and stock valued at $39 
for each Illinois Central 
share. 

Canadian National Is also 
to assnme Illinois Central's 
5560m pf net debt. 

Canadian National is 
thought likely to commence 
a cash offer for approxi- 
mately 75 per cent of Illinois 
Central's stock at $89 a 
share. 

’ Tito price represents a pre- 
mium of. almost 18 per «mt 
on the average closing price 
of. Illinois Central stock in 
the 30 days to February 9. 

Following completion of 
the tender offer, Canadian 
National win press ahead 
=wtih the second stage of the - 
merger, under which the 
remaining Illinois Central 
Shares will lie exchanged for 
'cash and Canadian National 
shares at a value equal to 
$89, 'subject' to. collar 
azrangements; ' 7 ; /. 

In effect, if . means the 
transaction wflL be paid for : 
76 per cent , in caah and the 
remainder to. stock. - - . 

to early trading on Wall 
Street yesterday, Qltoois 
Central’s ‘ Share* ^prfee^ was 
down 8% ai 535%. 
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lgs We Lead Managed 

US$130 Billion 


Selected Issuers 


Aames Financial 
Abbey National 
ABN AMRO 
Advanta Corp. 

African Development Bank 
Air Products^ Chemicals 

Amerco 

American Annuity ; 

American Express 
American Express Centurion Bank 
American General Finance 
Ameritech . " 

Amphenol . . . : T 

Anacomp, Inc. - 
Aristar 

Arvin Industries 
Associated Estates Realty 
Associates Corporation . - 
AT 6 PT 

Atlantic City Electric 
Avantel (Brazil) . . 

Avis Rent A Car 
AxiohmIFB 
B&?G Foods • 

Baltimore Gas 6 ? Electric - 


Banca Toscana 

Banco FEpotecario National 

Banesto Finance 

Bank of Boston 

Bank United 

BankAmerica ...... 

Bankers Trust 
Barak • 

Bayerische Landesbank 
Bayeriscbe Verdnsbank 
Beneficial 
BLADEX 
Boston University 
Boykin Lodging 

Bradford 6 ? Bingley Building Society , 
Caisse National de Credit 
CalEnergy. . 

California Infrastructure and 
Economic Development Bank 
Capital One -Bank. 

CapStar Hotel Company 
Caterpillar Financial Services . 

CE Electric UK Funding Company 
Centauri 

CenterPbint Properties 
Champion Home Equity . 

Christiana Bank 
Chrysler Financial 
Gie Bancaire 
CIT Group Holdings 
Citicorp 

City of Houston (Continental Airlines) 


Coca-Cola Enterprises 
Colonial Realty 
Comerica Bank 

Commercial Loan Funding Trust I 
Commerzbank US Finance 
Compagnie Bancaire 
Goinpagnie de Saint-Gobain 
Copelco Capital Funding 
CoreStates 
Countrywide Credit 
CPI Funding 
Credit Agricole Indosuez 
Cross Timbers Oil 
Grown Castle International 
CSK Automotive 

. Debenham Tewson and Chinnocks 
Delta Funding 
Den Norske Banken 
Depfa-Bank Europe 
Developers Diversified Realty 
DH Technology/Axiohm 
DLB Oil and Gas 
DR Investments 
DVI 

EES Coke Battery 
\ Enron 
Enterprise Oil 
Esprit Telecom Group 
Excel Communications 
• Exide Corp. 

Finova Capital 
First Bank Minneapolis 
First Chicago 
First Data 

First Maryland Bancorp 
First USA Bank 
Fleetwood Credit 
Ford Credit Canada 
Ford Motor Credit 
Foreningsbanken 
FPA Medical Management 
Frontier Coip 
General Electric Capital 
General Motors Acceptance 
Gemini Air Cargo 
Georgia Power 
Globalstar 

Green Tree Financial 

Greenpoint 

Gruma 

Grupo Maseca 
GZB-Bank 
Halliburton 
Hanil Bank 

Haxnischfeger Industries 
Heller Financial 


Holmes Products 
Hongkong Shanghai Banking 
Horizon Group 
Household Finance 
Huntington National Bank 
IBM 

IBM Credit Corp. 

IKON Capital 

IKON Office Solutions Inc. 

Imperial Credit Industries 

Imperial Holly Coip 

Industrial Finance Corp. of Thailand 

ENG Bank 

Insignia Financial 

International Lease Finance 

Iowa Select Farms 

IRI International 

Israel Electric 

Jacksonville Electric Authority 

Jones Intercable 

K&F Industries 

Kellogg Company 

KEPCO 

Kerr-McGee 

Key Bank 

Key Energy Group 

Key Plastics 

Kingdom of Thailand 

Korea Development Bank 

Korea Export-Import Bank 

Kreditanstalt fur Wiederaufbau 

L-3 Communications Corp. 

LCI International 
Liberty Property Trust 
Lloyds Bank 
Loomis, Fargo & Co. 

Lowe’s Companies 
Lumbermans Mutual Casualty 
MBNA 

MDU Resources 

Michigan State Building Authority 

Mid-State Trust VI 

Money Store 

National Rural Utilities 

National Westminster Bank 

NationsBank 

Nellie Mae 

New York City Transitional 
Finance Authority 
NGC Corp 
Nissan Capital 
Nordbanken 

Northern Trust Corporation 
Ocwen Mortgage 
Oklahoma Gas and Electric 
Old Kent Bank 
Old Republic International 
Fhccar 


Pacific Gas Ss? Electric 
Pasa S A. 

PepsiCo 
Philip Morris 

Physician Computer Network 
Polaroid 

Post Apartments Homes 
Premier Parks 
Prentiss Properties Trust 
Primus Telecommunications 
Provident Bank 
PS Colorado 
Rabobank Nederland 
Revlon 

RIGCO North America 

Royal Bank of Canada 

Royal Bank of Scotland 

Safra Republic Holdings 

San Diego Gas 62 ? Electric 

Sanwa Business Credit 

Simon Debartolo 

Southern California Edison 

Southern California Gas 

Societe Generate 

Southern Company 

Southern New England Telephone 

Southwest Airlines 

Sparebanken Nor 

Starwood Lodging 

State Development Bank 

Sun Communities 

SunTrust 

Supercanal Holdings 
Svenska Handelsbanken 
Swiss Bank 
Takefuji 

TCI Communications 
Tennessee Valley Authority 
Texas Utilities 

The Port Authority of NY and NJ 
Toyota Motor Credit 
Trenwick Capital Trust 
Trikem 

Union Bank of Switzerland 
US West 
USAA Capital 
USF&PG 
Vastar Resources 
Wachovia Bank 
Walt Disney 
Washington Mutual 
Weingarten Realty 
West LB Finance 
WGZ Bank Ireland 
Williams Holdings 
Woolwich Building Society 
Xerox Credit 
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Crisis weighs on heavy engineering; 

Despite several project postponements, the industry is trying to put a brave face on the turmoil 



Asian 

aftershocks 


T he global heavy engi- 
neering industry Is 
trying to put a brave 
face on the economic turmoil 
in east Asia, 

For Jack Welch, chairman 
of General Electric of the US, 
the crisis is an “opportu- 
nity". For Goran Lindahl, 
chief executive of A£B, the 
Swiss-Swedish group, it is a 
“a two or three-year problem 
at the maximum”. And for 
Siemens of Germany, Asia's 
difficulties are a “temporary 
break” in the region's 
long-term growth. 

All are speaking as much 
in hope as in expectation. 
While the recent upswing In 
the region's financial mar- 
kets has fostered a strong 
belief that the worst might 
be over for the more trou- 
bled economies, govern- 
ments are only beginning to 
tackle some of the structural 
problems which helped to 
precipitate the crisis. 

East Asian economic 
expansion has long been the 
single biggest element In the 
growth of the markets for 
electricity, transport, water 
and sewage scheme equip- 
ment 

The upheavals, which 
began last summer in Thai- 
land. have put the brakes on 
this growth, throwing com- 
mercial and financial plans 
into the air for equipment 
suppliers which include 
some of the world's biggest 
engineering and construc- 
tion equipment groups. 

The Industry has been hit 
by a string of project post- 
ponements. They include 
Malaysia’s $5bn Bakun dam. 
In which an ABB-led consor- 
tium is the main contractor, 
and a $3.7bn Bangkok mass 
transit system contract won 
by Hopewell Holdings from 
Houg Kong. Indonesia has 
deferred 15 schemes, includ- 
ing eight power stations and 
four toll roads. 


According to Project 
Finance, a London-based 
magazine, the value of finan- 
cings completed worldwide 
fell to S151.5bn last year 
from 8223.9tm in 1996, a 
record year. This included a 
drop in the Asia-Pacific 
region to $34.5bn from 
$7k3b£L While some bankers 
dispute the scale of the 
decline, they do not doubt 
that completions fell dramat- 
ically and could fall further 
in 1998. 

Much of the construction 
work is done by local con- 
tractors in the region. But 
much of the main electrical 
and mechanical equipment 
components - such as tur- 
bines and generators in 
power stations or control 
systems in road schemes - 
are Imported from north 
America, Europe and Japan. 

The Impact has mostly 
been limited to projects 
where work had yet to start 
or (as with Bakun) had just 
begun. So, the main effect on 
equipment suppliers has 
been reflected in their order 
intake, and not yet in sales. 
At Siemens, for example, 
orders from Asia fell 16 per 
cent in the three months to 
the end of December. But 
turnover from the region 
rose 37 per cent, boosted by 
a big sale of rail transport 
equipment to Bangkok. 

Siemens says future sales 
growth in Asia-Pacific will 
be slower than in the past 
but will not Call to zero, even 
in 1998. 

Caterpillar, the world's 
largest construction equip- 
ment maker, describes the 
region as “very weak", and 
recently announced a 3 per 
cent decline in Asian sales 
last year, with a noticeably 
sharper fall occuring in the 
second half. It forecasts a 
further “significant” decline 
in industry demand for Cat- 
erpillar machines in the 
region this year. 

Mitsubishi Heavy Indus- 
tries, Japan's largest heavy 
engineering company, says 
while there are yet to be can- 
cellations of existing orders. 


some orders for power plants 
and chemical plants from 
countries including Indon- 
esia and Thailand have been 
deferred. “We’re very wor- 
ried about the effects on 
profits from next year." it 
says. 

Asia has been the fastest 
growing destination for Mit- 
subishi's exports, with the 
figure showing double-digit 
increases over the past few 
years. “The damage will be 
huge," says Masao Kawae, 
analyst at Dresdner Klein- 
wort Benson in Tokyo. 

Some companies have 
already suffered consider- 
able losses on specific pro- 
jects. includin g Hopewell, 
which has written off S647m 
over the cancelled Bangkok 
mass transit scheme, and 
ABB. which has taken a 
SlOOm charge over Bakun. 

ABB has been the first to 
respond to the crisis with a 
wholesale restructuring. 
Judging that the decline of 
east Aslan currencies is 
unlikely to be reversed 
quickly, it last year 
announced p lans to acceler- 
ate moves to cut 10,000 jobs 
in Europe and North Amer- 
ica. at a cost of S850m. 

The reductions will leave 
ABB better placed than 
some rivals to weather the 
storm. Companies with sur- 
plus capacity will find their 
costs shooting up when the 
downturn in Asian orders 
hits production volumes. 

Industry executives are 
united in predicting that the 
region will eventually 
recover. The question is 
when and bow fast. Caterpil- 
lar says much depends on 
how the region's govern- 
ments handle the situation. 

In addition, there are con- 
siderable differences 
between regions. At one 
extreme, there are Indonesia, 
Thailand and Malaysia, 
which have big infrastruc- 
ture programmes and have 
been badly affected by the 
economic crisis. 

South Korea has also been 
hit by the turmoil, bnt 
foreign companies have had 


Global gearing 
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much less access to its econ- 
omy. 

By contrast, in China, 
where the economy has been 
more stable, work on most 
large projects has continued 
with little delay, notably the 
$30bn Three Gorges hydro- 
electric scheme, for which 
the first equipment contracts 
were awarded last August - 
well after the crisis started 
in Thailand. Also, this 
month. Taiwan awarded a 
$660m contract for a gas- 
fired power station to ABB. 

The P hili ppines is pressing 
ahead with a $4bn scheme 
for a 500km pipeline linking 


the Malampa ya- Camag o 
fields to Ba tan gas, near 
Manila, and the construction 
of a gas-fired power station. 

Even in Indonesia, Hope- 
well. in partnership with a . 
daughter of President 
Suharto, has won a $L6bn 
contract to build the coal- 
fired Tanjung Jati C plant, 
next to the B plant it is 
already building. However, 
bankers doubt how soon 
Hopewell can secure finance. 

Even in more economi- 
cally stable countries, finan- 
cing costs have risen In 
response to' the uncertainty. 
Bankers estimate that funds 


for projects now cost IK-ltt 
percentage points over 
Libor, compared with % per 
cent a year ago, Moreover, 
such is the lenders' caution 
that often funds are not 
available at alL 

Stefan WagstyL, 
Nikki Taitand 
E mik o Terazono 

This is the seventh in a 
series on the effects of the 
Asian crisis. Previous articles 
appeared on January ; 27, 
January 28, January 30. 
February 4. February 6 and 
February 10 . 


China backs more listings I Indian rethink on trading 


By James Harding 
in Shanghai 

China has approved a 
further 18 companies for list- 
ing on its foreign currency 
stock markets. The move is 
intended to demonstrate Bei- 
jing's eagerness to attract 
foreign investment and its 
commitment to the develop- 
ment of markets for interna- 
tional investors. 

A number of the compa- 
nies cleared for listing were 
poised to issue shares on 
mainland China's exchanges 
last year, but delayed when 
financial turmoil in Asia 
depressed prices and added 
volatility to the Shanghai 
and Shenzhen markets. 

The companies chosen 


come from sectors in the 
Chinese economy promised 
special economic support 
from the government, such 
as transport, energy, raw 
materials, machinery and 
petrochemicals. 

Foreign analysts gave a 
lukewarm welcome to the 
news, saying it signalled 
China's willingness to 
expand its small and illiquid 
foreign currency stock mar- 
kets. But they said many of 
the 33 companies approved 
in the list last year for 
B-share issues had not yet 
reached the market. 

China's stock markets are 
divided into A shares, which 
are denominated in Chinese 
currency and reserved for 
mainland Chinese investors. 


and B shares, which are 
denominated in foreign cur- 
rency and reserved, in the- 
ory, for foreign investors. 

On the yesterday’s list 
were a number of large 
enterprises. Shanghai Con- 
solidated, which makes air- 
conditioners. elevators and 
electric cables, is now expec- 
ted to issue shares. Also 
listed were Liuzhou Willing 
Automotive, a minivan and 
truck-maker; Guangdong 
Sanmao, a railways operator; 
Harbin Aviation Automo- 
tive, a minivan-maker spun 
out of an aircraft company; 
Changsha Auto Electrical, 
an engine-maker. Shandong 
Tyre Factory, and Inner 
Mongolia Kingdeer Cash- 
mere. 


By Krishna Guha In Bombay 

India's financial regulator 
has changed course in its 
efforts to force Institutions 
to trade in paperless shares, 
following complaints by big 
investors of a lack of liquid- 
ity in the electronic market. 

Only eight stocks were 
originally earmarked for 
paperless trading, bnt insti- 
tutions were banned from 
selling them into the paper 
market This created illi- 
quidity and a difference in 
price for those stocks. 

The Securities and 
Exchange Board of India 
(Sebi) will allow institutions 
to sell paperless shares Into 
the paper market from April 
6, exposing the stocks to a 


wider range of-' buyers. Buy- 
ers in the paper market 
wonld have the option of 
accepting electronic delivery 
through their broker or con- 
verting the electronic shares 
back into paper. 

Sebi also halted temporar- 
ily its plans to expand pap- 
erless trading to 100 stocks 
by the end of the year. 
D. R. Mehta, Sebi chairman, 
said the regulator acted 
after institutions - com- 
plained of “difficulties on 
the exit side” because of the 
lack of buyers for paperless 
shares. “Until the system 
stabilises, we will not add 
any more shares to the list." 

In a parallel move, the 
National Stock Exchange, 
the Bombay Stock Exchange 


and the National Securities 
Depositary have, drawn up 
plans to recruit more retail 
investors to the -paperless 
market Bnt Mr Mehta said 
Sebi would not reverse Its 
decision to introduce rolling 
settlement for paperless 
shares. 

India's two. big stock mar- 
kets operate weekly settle- 
ment cycles, ahd much of 
the apparent liquidity- in the 
paper market results from 
investors shifting positions 
from one market to the 
other. 

Investors welcomed the 
moves. “It is a step in the 
right direction,” said Gnl 
Teckchandani, chief invest- 
ment officer at Son F&C 
Asset Management. 


This announcement appears as a /natter of record only. 

January 23. 199S 


NationsBank Brasil Holdings Ltda. 

a wholly-owned subsidiary of NationsBank Corporation 


has completed its acquisition of 517r of 
the shares of 


BANCO LIBERAL 


Rio de Janeiro, Brasil 


Thin announcement appears as a matter of record only. 

January 23, 1998 


N.B. (Bahamas) Limited 


a wholly-owned subsidiary of NationsBank Corporation 


has completed its acquisition of 51% of 
the shares of 


LIBERAL BANKING 


Nassau, Bahamas 


NationsBank' 


NationsBank' 


Post-acquisition, Liberal has consolidated net worth of US$130 million 
and funds under management of over US$2.5 billion. 


NationsBank 8 
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BBV in Puerto 
Rican purchase 

Banco Bilbao Vizcaya is to pay $166m to take full control 
of Poncebank in Puerto Rico, as it pursues its S2bn acqui- 
sition trail in Latin America. It said the purchase would 
take it to fourth position in Puerto Rico's banking sector, 

; with 8 per cent of the market, behind its Spanish rival 
- Banco Santander, which ranks second. 

' Poncebank has assetsof Sl-lbn. with a loan portfolio of 

|84®n, and deposits of $855nrand 26 branches. It Is to be - 

merged with BB Vs existing network, giving the group a 
total of 63 branches on the island, with 1.170 employees. 
Unlike Santander, which views its Latin American acqui- 
sitions as virtually completed, BBV has made clear it is . 

.'! 3tm looking for opportunities to bolster its market share, 
with the aim of becoming one of the region's largest bank- 
ing groups by 2000. Latin America contributed 27 per cent 
of its pre-tax profits last year, accounting for 23 per cent 
of group assets. 

The move follows BBYs $43. 75m purchase in December 
of the Venezuelan regional bank Banco Popular y de los 
Andes in a privatisation tender. , 

David White, Madrid 

■ PACKAGING 

Crown Cork npbeat on Asia . 

Crown Cork & Seal the US packaging company, said it 
had seen some stability return to the Asia-Pacific market 
and hopes this “bodes weR” for the year. “The region con- 
tinued to be affected by major currency fluctuations and 
our companies were not immune to this,” the group said. 

It added that steps it had taken to restructure its Asia-Pa- 
cific operations should lead to better results. The com- 
pany did not give further details on the restructuring. 

Crown Cork repaired fourth-quarter. e a rnings of $3L9m. 
or 25 cents a diluted Share, compared with $33.3m, or 26 
cents, in the same period last year. Revenues slipped from 
fUffibn to yiJSSbn. Reuters, Philadelphia 

■ PHARMAGEliTlCALS' 

Russian sales lift Gedeon Richter 

Sharply increased sales to Russia and other countries erf 
the former Soviet Union boosted profits last year at Ged- 
eon Richter, the Hungarian pharmaceuticals! company. 

Net profits jumped from FtlL27bn in 1996 to FtZ8J5bn 
($89m). The increase was distorted by Inflation, but Rich- 
ter said profits were up almost 30 per cent in dollar terms. 
Total sales rose from Ft36.76bn to FtSZbn, or almost 13 per 
cent in dollar terms. Sales to Russia and the Common- 
wealth of Independent States, where Richter is a market 
leader, went up 36 per cent. Erik Bogsch. chairman, said 
this resulted from Increased purchasing power in Russia 
and Richter s marketing network. The company is setting 
up a plant south of Moscow, initially for packaging but for 
theproductioa'oftabletsbyl999:- 
Mir Bogsch said sales to Central Europe and the west 
had risen less than hoped for. by SJ3 per cent and 2.8 per 
cent respectively. He blamed the economic troubles in 
Czechoslovakfcland the steep drop in purchasing power in 
Romania following the government's austerity pro- 
gramme. Mr Bogsch refused to speculate about any future 
merger between Richter and one of the pharmaceutical 
multinationals- He said there had been expressions of 
Interest in the early 1990s, bat none for two years. 

Anatol Liepenr Budapest 

■ REINSURANCE \ 

Strong growth at Hannover Re 

Hannover Re, the German reinsurer, said yesterday it 
would lift its 1997 dividend by a donbtedigit rate after 
reporting strong increases in premium income and net; 
profits. It said gross premium Income for the year was 
DM7.7bn ($4J2bn). against DM6.4hn in 1996. Group net 
profit was DMT 20m, compared with DM108J3m. 

- Capital investment during the 12 months climbed 17 per 
cent to DMlSbn. Return on capital invested exceeded 
DMlbn for the first time, and was up 18 per cent from a 
year earlier. Hannover Re said. It attributed the rise in 
premium income mainly: to an to creasein personal and 
fi n a n cial reinsurance. The acquisition of Skandia Interna- 
tional Insurance's reinsurance activities contributed 
about DM570m to. earnings growth. . . . 

Claims during the period were low, with the largest 
incurred from flooding in the Czech Republic and Poland 
last summer. AFX News, Hanover 

■ FORT BONIFACIO 

First Pacific pledges commitment 

Shares in Metro Pacific, the Philippine fla gship of Hong 
Kong's First P acifi c, surged 11 per cent yesterday as the 
parent company reaffirmed its commitment to the largest 
property development in the country. ; 

A report earlier this week suggested First Pacific might 
pufi out of the 440ha development of Fort Bonifacio, a for- 
mer military base to Manila, if the government did not 
honour its obligation to turnover the remaining portion 
of land amounting to 96ha by yesterday’s deadline. Man, 
uel Pangi l i n an. managing director of First Pacific, said: 

“Fort Bonifacio Is a key asset for First Pacific, as well as 
Metro Pacific. That the government may not be able to 
deliver the outstanding land on schedule has no bearing 
on our plans or our commitment to complete the project 
We have every reason to continue to believe that con- 
struction work will proceed as anticipated over the rain- 
ing years.” 

B onifaci o Land Corporation, one of the joint venture 
partners 61 per cent owned by Metro Pacific, said it pre- 
feared the government’s postponing the turnover of land 
amid the present property market downturn. This would 
give It further time to raise foe SAbii pesos ($2i9m) pay- ' 
ment - JustinMarozzi, Manila 

■ SWEDEN • 

Skavsta airport seeks buyer 

Sweden's Skavsta Airport, the country’s third, largest by 
cargo volumes^ aims to be privatised and hopes to have a 
buyer by the end of the summer, its managing director ' 
said. 

Hakan Steinbuchei; Skavsta managing director, said the 
owner - the county of Nykoping - wanted a buyer inter- 
ested to expanding the airport’s cargo and passenger 
capacity . “We have invited more than 40 Swedish and 
international firms: to consider expansion when they 
mink about the purchase," he said He declined to give 
more details about the priv atisation . 

Skavsta lies an hour souto of Stockholm. Arianda, Swe- 
den’s mam airport 45 minutes north erf the capital, is 

quickly approaching the legal limit for air traffic. The ' 
problem is likely to be compounded with the expected do- 
5uxe of Stockholm's second airport at Bromzna. scheduled 
for 2011. ' ~- 

Last year about 25,000 tonnes of freight were moved out 
«5kavsta,aanpared wiih 8^00 to 1396. !n J998, officials _ 
estimate the afiportwfll move about 35,000 tonnes of - 
cargo. Much of this growth was because KLM, the Dutch 
eanfer, switched ^ regional hub from Arlanda to Skav-‘ - 
• Seuters,SUxldiolrn 
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warning by Hitachi 


By Paid Abrahams In Tokyo 

Hitachi,.- the. Japanese 
electronics- group, yesterday 
issued its second profits 
warning . in. 'five months, 
revealing it would, post a net 
loss in the second half to 
March. . : •; 

The company, viewed as a 
bellwether of Japanese man- 
ufacturlng, cautioned, that 
group net profits* this year 
would fall. 77 per cent to just 
Y20bn ($i 60.8m). In the first- 
sis: months it made Y37.67bn. 

Hitachi blamed the profits 
collapse on the deterioration, 
in the semiconductor and 
consumer electronics nxar-. 
kets. It cautioned. the mar- 1 
kets were likely to remain 
difficult next year. 

The warning is the latest 


from Japan's big integrated 
.electronics groups. In recent 
months, the other big four - 
'.Toshiba, NBC,- Mitsubishi 
Electric and -Fujitsu — have 
all announced lower fore- 
casts for this ffnanHal year. 

The deterioration in busi- 
ness conditions . has been 
rapid. In October, Hitachi 
predicted net profits of 
Y89bn. In 1991, it posted 
peak earnings of Y230bn. 

Richard ; Kaye, -analyst at 
Merrill Lynchin Tokyo, said: 
T' already expected a weak- 
ening in Hitachi's semicon- 
ductor division. I also expec- 
ted -a weakening in the 
consumer electronics and 
audio-visual division. But I 
didn’t expect anything on 
this scale."- 

- Pre-tax profits would be 



Greg Norman: planning 45 golf estates in next five years ap 



for expansion 


ByGworrRobmson' . 

si Sydney 

Greg. Normgn, ' the. 
Australian golfer, raised his 
international business pro- 
file as well as his golfing 
achievements in Sydney this 
week. 

Medallist Golf Develop- 
ments, Mr Norman's golf 
estate development venture 
with Macquarie Bank, one of 
Australia's top 10 banks, has 
embarked on a multi-billion 
dollar expansion to build 
more than 45 golf estates 
throughout the US, Austra- 
lia and Asia in the next five 
years. 

In the US alone, the 
venture planned to build up 
to 40 golf course estates over 
the next five years, some 
witb residential 

developments attached, he 
said.* • ' 

About AS500m (US$335m) 
worth- of similar projects in - 
Australia were an the draw- 
ing board, with construction 
already under way on the 
first project, a A$100m 27- 
hole golf course and -residen- ' 
tial development in Queens- 
land. In Asia, Medallist was 
planning associated develop- 
ments and acquisitions 
through a “vulture" fund. 


The -venture. : .is largely 
aimed at the. US market, 
where more than 300 hew 
:• golf courses the developed 
every, year. But it is also a 
. timely move into Asia, 
where financial upheaval 
has left an array of opportu- 
nities including prime golf 
courses and development 
sites. 

"Mr Norman and his part- 
ners are also setting up a 
golf course management 
division to sell its services to 
other courses throughout 
Australia. * 

Medallist's projects would 
be financed partly through 
membership packages, 
which would give investors 
equity in a project and a 
- share in profits. 

Macquarie said it was also 
planning to develop housing 
estates within the Norman 
golf venues and other 
courses throughout the 
worid. A site in Florida is 
under evaluation. 

The man known as “the 
Shark" also boosted his golf- 
ing fortunes at the weekend 
.with what he described as 
one of the greatest comeback 
victories of bis career, in the 
Greg Norman-Holden Inter- 
national tournament in 
Australia.. 


Citibank halts 
Thai bank buy 


By Ted Bardacke 
in Bangkok 

Citibank, of the US, said 
yesterday it bad suspended a 
due-diligence review of First 
Bangkok City Bank, in effect 
halting negotiations to buy 
the Thai bank, which was 
taken over by the govern- 
ment last week. 

Citibank signed a non- 
binding memorandum of 
understanding with First 
Bang kok last November to 
buy at least 50 per cent of 

tfae medium-sized Thai bank. 

The move was part of a 
growing wave of foreign 
investments in the Thai 
financial sector, which are 
seen as crucial- to restoring 
stability to the country's 
finan cial system. 

But negotiations stalled 
several times and last week 
Thailand’s central bank, 
which had lent Bt70bn 
($l~5bn) to the ailing bank to 
keep it afloat while Citibank 
considered the deal, took the 
bank over after writing 
down shareholder equity. 

Citibank said the change 
in ownership prompted the 
suspension of the proposed 
deal "Citibank stepping 


aside at fbin time will facili- 
tate the new management 
[of First Bangkok City Bank] 
in their assessment of the 
bank during this time of 
transition,"- it said. 

Citibank declined to say 
whether It was still inter- 
ested in purchasing First 
Bangkok from the central 
bank, which, has yet to 
decide what to do with the 
four commercial hanks if 
has taken over in the past 
four weeks. - 

The options include merg- 
. ing them, selling them to 
local or foreign investors or 
stripping out their assets - 
as was done .with the* coun- 
try^ 56 liquidated, finance 
companies - with the good 
■ assets transferred to Rad- 
frwnafifn Bank, a new govern- 
ment-owned commercial 
bank. The Thai government 
now owns six of the .coun- 
try's 16 commercial banks. 

Analysts warn that if the 
. central bank sells - the 
cjeaned-up banks to foreign 
investors, it could hurt .the 
.chances of tie-ups between 
other privately-owned com- 
mercial banks and foreign 
concerns, thus leading to 
. moire government takeovers. 


YlfiObn compared with last 

year’s Y263bn on sales down 
1.1 per cent at Y8,430bn, the 
company said. The decline is 
despite cuts in capital expen- 
diture related to semicon- 
ductors; from the YISObn 
originally planned to Y12Qbn 
this financial year. 

There has been a sharp 
- downturn in Japan's con- 
sumer electronics market, 
caused by a collapse in con- 
sumer confidence. Nippon 
Electric Big-Store Associa- 
tion estimates year-on-year 
sales of audio-visual equip- 
ment fell 14.5 per cent in 
December, while those of 
heating and cooling units 
were down 1&9 per cent 

Semiconductor prices have 
fallen In recent months 
because of - decelerating 


demand, oversupply and 
slumping prices. Last month, 
NEC said prices of standard 
chips had fallen . from 
in mid-1997 to just $2 m 
December. 

Hitachi has said it would 
cut D-Ram production by 20 
per cent during February 
and March. Yesterday. Yosb- 
iki Yagi, managing director, 
said the group it would take 
an exceptional charge of 
Y30bn-Y35bn to cover the 
costs of pulling out of Twin 
Star Semiconductor, its 
D-Ram joint venture with 
Texas Instruments of the US. 

The group had already 
announced it would post 
Y19.3bn worth of foreign 
exchange losses because of 
the collapse of the Malaysian 
and Thai currencies. 


ASIA-PACIFIC NEWS DIGEST 


Halla looks for 
foreign investors 

Halla, the troubled South Korean conglomerate, yesterday 
said it planned to seek foreign investments in its main 
shipbuilding and car parts businesses, while selling five 
subsidiaries. The group, which filed for bankruptcy pro- 
tection in December, said it hoped to raise capital to save 
its shipbuilding business from collapse. 

Halla is negotiating to sell stakes in Mando Machinery, 
Korea's largest car parts supplier. Possible investors 
include Ford Motor and ITT of the US, Sachs of Germany 
and Lucas Varity of the UK, with various Mando plants 
divided among different partners. Halla is also offering to 
sell a car parts joint venture, Kaznco, to its partner, Bosch 
of . Germany, taiiriwg to Dutch and Singaporean com- 

panies about investing in its shipbuilding operations. 
Units to be sold include hotel, cement and pulp and paper 
harnesses, alongside proper t y and securities valued at 
Wonl,000bn ($642m). Halla said Bo water of the US was 
interested in buying more than 50 per cent of the pulp and 
papa- unit John Burton. Seoul 

■ SAN MIGUEL 


Call to resolve ownership dispute 

Andres Soriano, chairman and chief executive of San Mig- 
ueLtbe Philippine food and beverage group, yesterday 
urged the government to resolve a long-running dispute 
over share ownership to avoid lasting damage. 

The group has been dogged for 12 years by a tussle 
between the government and Eduardo Cojuangco. a busi- 
ness associate of Ferdinand Marcos, the late dictator. 

Both parties claim ownership of about 48 per cent of San 
Miguel, a stake sequestered by the administration of Cor- 
azon Aquino on the grounds that it had been fraudulently 
amassed. ' 

“The realities of cross-border business deals demand a 
level of Innovation and flexibility that is simply not possi- 
ble with the question of ownership unresolved," Mr Sori- 
ano said. The- call for a piling came during his explana- 
tion of the company’s poor annual results, announced on 
Monday. Net profits halved from 6.09bn pesos in 1996 to 
296bn pesos ($74m) last. year after the group was hit by 
the collapse of the peso, price cuts and international 
expansion efforts. Last year was “one of the most difficult 
years ever”, Mr Soriano said, and 1998 would also be diffi- 
cult in light of declining beer sales, high interest rates 
andincreased production costs. Justin Maroza. Manila 

FUND MANAGEMENT 


HSBC Aslan unit sheds jobs 

HSBC James Cape! Asia, part of HSBC Holdings, has shed 
27 employees, or 8 per cent, of its Asia-Pacific staff. The 
job losses, mainly from sales and research, include two 
employees in London and one in New York. 

“HSBC James Cape! Asia is restructuring; we’re moving 
from a country-based business model to a model that 
emphasises sectors more, and that is a leaner operation,” 
it said. The group added that it was not abandoning its 
country-based system, but merely increasing the weight- 
ing given to sectors. It said the change reflected the 
increasingly global investment approach by the fund 
management industry, which tends to focus on sectors. 

AP-DJ, Hong Kang 

HONG KONG 


FPR Bank ahead 113% 

FPB Bank Holding Company, the Hong Kong-listed bank- 
ing group, yesterday announced net profits of HK$39Qm 
(US$50. 4m) for 1997, an increase of 1L3 per cent Rapid 
loan growth and deteriorating economic conditions 
prompted a big rise in provisions for bad and doubtful 
loans, which totalled HK$296m. However, the bank said 
the ratio of non-perfo rmi ng loans to total loans fell from 
2.08 per cent in 1996 to 0.96 per cent last year. 

FPB. was confident in the outlook for the bank and 
Hong Kong's banking sector. "The aftermath of the turbu- 
lence in Asian financial markets will continue to exercise 
a significant influence in the first few months of 1998." it 
said. "But the bank has negligible loan exposure outside 
Hong Kong," it added, predicting recovery in the territory 
from the second half. 

Rising money market interest rates pushed the net 
Interest margin, down to 2J8 per cent last year, compared 
with 3-2 per cent in 1996. Net interest income totalled 
HK$779m for 1997. compared with HK$762m. Other operat- 
ing income rose 20.8 per cent to HK$209m. Total customer 
deposits rose 11X5 per cent to HK$26.78bn. 

Earnings per share rose from 32.7 cents to 38-4 cents, 
after taking into account a new share issue in June 1997. 

A final dividend of S.6 cents per share gives a total for the 
year of 10 cents, the same as for 1996. ' 

‘ John Bidding, Hong Kong 

FORESTRY 


Carter Holt tumbles 53% in term 

Carter Holt Harvey, the New Zealand forestry group, suf- 
fered a 53 per cent drop in third-quarter net earnings to 
NZ$25m (US$l4.6m), mainly because of currency problems 
relating to the group's investment in Copec of Chile. Nine- 
month namings at the company, which, is controlled by 
US-based International Paper, fell 26 per cent to NZ$l27m- 
Sales were NZ$2-24bn compared with NZ$2J28bn. John 
Farad, chief executive, said: “We are operating in a 
highly competitive environment and face pressure in both 
domestic and export markets.” He added that the eco- 
nomic crisis in Asia - which accounts for 14 per cent of 
sales - would put pressure on revenues in the fourth 
quarter. “We are strategically committed to Asia, and in 
tiie longer term remain confident in demand from the 
region," he said- Terry HaQ, Wellington 

Commentsamt press releases atom international 
companies coverage am be sent by e-mail io 
mternatknalcontpanies@fLcom 
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Teva ADRs tumble 23% on warning 


By Judy Dempsey 
in Jorusatem 

Shares In Teva yesterday 
plunged nearly 23 per cent In 
early trading on the Nasdaq 
exchange, after Israel's larg- 
est pharmaceuticals group 
warned Its fourth-quarter 
results would be weaker 
than expected. 

The shares, which trade as 
American Depositary 
Receipts, fell S10% - or 23 
per cent - to $36%, with vol- 
ume almost eight times 


normal trading levels. 

Teva said fourth-quarter 
profits, before a one-off 
charge, would be about 
SlSm-gJlm, or 30*34 cents a 
share, compared with 
S30,3m. or 49 cents, in the 
MTTifl period of 1996. It said 
sales were about S290m, 
slightly up on 5277.7m In 
1996. 

The one-off charge, of 
$34. 8m, follows an exclusive 
US marketing and product 

development agreement 

between Teva and Biovail. 


the Canadian-based pharma- 
ceuticals group. 

Full-year results, however, 
appear to be in line with 
expectations. Revenues are 
expected to reach Si.lbn.up 
about 17 per cent on 1996. 
Profits, before the charge, 
will be between $i20xn and 
123m. or SI. 94-51,98 a share - 
a 35 per cent improvement 
on 1996. 

“There seems to be some 
overreacting," said Debra 
Kodish. analyst at Zannex 
Securities. “If you look at 


Italy’s keen interest 
in financial affairs 

Liberalisation, global competition and the onset 
of the euro are sparking a banking revolution 


T alk at smart Milan 
dinner parties is no 
longer about who is 
sleeping with who, but 
which Italian banks are 
jumping into bed together. 
The conversations have 
become all the more intense 
in anticipation of two impor- 
tant board meetings today in 
Rome and Milan. 

In Rome, the board of EMI, 
the banking group privatised 
between 1994 and 1996, will 
decide whether to approve a 
merger with Istituto San 
Paolo di Torino, the coun- 
try's largest commercial 
bank in terms of assets. San 
Paolo gave the go-ahead last 
Friday to the proposed 
merger, which would create 
Italy's largest banking group 
with total assets of about 
L340,000bn f$189.?bn). 

In Milan, the board of 
Mediobanca, the secretive 
Investment bank, will con- 
sider a new equity issue to 
raise about L2.000bn. The 
funds will be used to finance 
the bank’s share of a 
L4,000bn capital increase at 
Assicurazioni Generali, the 
country’s largest insurer, 
which is taking control of 
German insurer AMB as part 
of a deal with Allianz, also of 
Germany. 

Tancredi Bianchi, presi- 
dent of the Italian Banking 
Association, attributes the 
accelerating consolidation of 
Italy’s highly fragmented 
hanking sector to the need to 
prepare for European mone- 
tary union and greater cross- 
border competition. 

The banks are also 
attempting to reorganise 
their inefficient structures, 
which are burdened by 
labour costs well above the 
European average, and adapt 
to the new low interest envi- 
ronment which is putting a 
premium on value-added 
activities such as asset 
management and mutual 
funds. 

A new generation of bank- 
ing managers, privatisation 
of an industry which until a 
few years ago was 80 per 
cent in the hands of the 
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state, financial liberalisa- 
tion, and global competition 
are all sparking a revolution 
in an industry traditionally 
controlled by cosy non- 
aggression pacts. 

The consolidation process 
started in earnest last year, 
with the merger of Banco 
Ambrosiano Veneto and the 
Milan Cariplo savings bank 
to create Banca Intesa, with 
total assets of about 
L250,000bn. Then came the 


The old groups and 
networks set up 
around the 
Treasury in the 
state sector, 
and around 
Mediobanca in the 
private sector, are 
destined to be 
transformed into 
new alliances 


privatisation of San Paolo 
and the arrival of new core 
shareholders, among them 
the Agnelli family holding 
companies Ifi and ZfiL 
Today’s meetings in Rome 
and Milan are likely to set 
the mould for Italy's finan- 
cial system. The old groups 
and networks set up around 
the Treasury in the state sec- 
tor, and around Mediobanca 
in the private sector, are des- 
tined to be transformed into 
new alliances. A likely sce- 
nario, according to bankers 
and financial analysts, could 
see the following: 

• San Paolo-IMI. This 
merger is regarded as com- 
plementary as it would pro- 
vide San Paolo with a strong 
investment banking arm, 
reinforce both parties’ lead- 
ership in Italian asset man- 
agement, and give EMI a 
commercial banking net- 
work. The main question 
concerns the repercussions 
on IMTs existing core share- 
holders, which Include the 
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the figures for the whole of 
1997. there are pretty much 
on target" 

Teva blamed the disap- 
pointing fourth quarter on a 
number of factors, including 
reduced sales in Israel 
following healthcare 
reforms. 

Domestic sales, which 
account for less than 26 per 
cent of total revenues, have 
come under pressure with 
growing competition. In the 
market 

In addition, Teva Is facing 


competition in the US - 
especially in . the generic 
drug market, where it manu- 
factures 24 of the country's 
top generic drugs. Sales to 
the US account , for 50 per 
cent of total revenues. 

But analysts believe the 
pressure on Teva stems from 
Copaxone, its multiple scle- 
rosis treatment 

Teva said yesterday it had. 
made “significant expendi- 
tures in the global market- 
ing and research and devel- 
opment for Copaxone'’. Last 



Cariplo Foundation, the larg- 
est single shareholder in 
Intesa, and the Monte dei 
Pas chi di Siena h ank. 

• Mediobanca, Banca Com- 
merciale and Assicurazioni 
Generali. Mediobanca has 
problems. Its 90-year-old 
chairman Enrico Cuccla. the 
most powerful banker In 
post-war Italy, no longer has 
a tight grip on the finanrial 
and industrial alliances he 
built over the past 40 years. 
The bank is in turmoil fol- 
lowing the departure of Ger- 
ardo Braggiotti, Its young 
banking star, to hazard 
Fr&res, an ambiguous ally of 
the Milan merchant bank. 
Mr Braggiotti has the sup- 
port of Antoine Bemheim, 
the Lazard senior partner 
who is also deputy chairman 
of Mediobanca and chairman 
of Generali Mediobanca can- 
not remain indifferent to the 
manoeuvres at other banks 
and insurance companies. 

• Intesa. Ambroveneto and 
Cariplo have taken a clear 
lead in the merger game. 
They are seeking to turn 
their integration into a suc- 
cess. However, Intesa would 
have preferred to stall the 
IML-San Paolo deal and is 
eyeing Monte dei Paschi as a 
possible partner. 

• Banca Nazionale del Lav- 
oro. Banco di Napoli and 
ENA. The government has 
given the go-ahead for the 
privatisation of BNL this 
year and its concurrent inte- 
gration with Banco di Nap- 
oli. The Naples bank is con- 
trolled by a holding 
company 51 per cent owned 
by the INA insurance group 
and 48 per cent by BNL. INA 
is anxious to become the 
dominant shareholder of the 
new group, but is also seen 
as a potential takeover tar- 
get by others interested in 
joining the concentration 
around BNL. 

B B a n c a di Roma. The bank 
was privatised last year and 
already heads an important 
concentration including the 
former Banca Nazionale 
deh ‘Agriculture, various for- 
mer state-owned Rome-based 

Protest to 
Warsaw at 
failed bid 

By Vincent Boland 

Deutsche Morgan Grenfell 
and Credit Suisse First Bos- 
ton yesterday took the 
unusual step of protesting to 
the Polish government after 
their bid to arrange the flo- 
tation of the country's tele- 
phone company was 
rejected. 

The banks claim that their 
bid for the S2bn mandate to 
privatise Teiekomunikacja 
Polska, which was awarded 
to Schroders last week, was 
more advantageous than 
those of their rivals, 
which also included groups 
led by Goldman Sachs and 
HSBC, but was disquali- 
fied purely on technical 
grounds. 

The protest highlights 
growing frustration among 
investment banks ai the Pol- 
ish government's handling 
of the tender. 

Five other banking groups 
were disqualified on techni- 
cal grounds earlier in the 
process. 

Powszecimy Bank Kredy- 
towy, the Polish bank in 
partnership with DMG and 
CSFB for the mandate. Is 
also a party to the protest 
The treasury ministry, in 
charge of privatising TPS A, 
has seven days to consider 
accepting the protest send- 
ing it to arbitration, or 
rejecting it. 

Bankers said yesterday 
that for the appeal to be suc- 
cessful, DMG and CSFB 
would have to convince the 
Polish government that it 
would get a better result 
from hiring them rather 
than Schroders. 
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banks and the Rome savings 
banks. It has yet to trans- 
form Itself into an efficient 
banking group, although 
restructuring plans are afoot 
under new management. 

• Credlto Italiano. With 
about Ll75,000bn in total 
assets, the Milan bank, an 
Increasingly reluctant ally of 
the Mediobanca network, is 
relatively small compared 
with the groups being 
forged. However, it is 
regarded as the most suc- 
cessful commercial hank in 
the country and is closely 
linked to the Allianz group. 
It made advances to San 
Paolo, but has so far ruled 
out the possibility of launch- 
ing a hostile bid against IML 
The most notable absen- 
tees from the Italian banking 


board game are the foreign 
financial groups, although 
they have been keeping an 
eye on developments. 

The Bank of Italy has sent 
a signal to foreign raiders 
that it would not look kindly 
on any hostile moves before 
it has time to regroup and 
consolidate. HAS. the Italian 
insurance affiliate of Allianz, 
recently sought Bank of 
Italy permission to increase 
its stake in Gredito Italiano 
from 5 per cent to 10 per 
cent - just as Generali is 
now doing with Banca Com- 
merciale Itallana. Without 
formerly blocking the RAS 
request, the central bank 
said it would rather, at this 
stage, postpone any decision. 

Paul Betts 


year.mare than 40 per cent 
of its S90m R&D budget was 
earmarked far Copaxone. ■ 
Teva has had high expec- 
tations for the drug, which 
helped lift its share price to 
as high as 369 last April. It 
claimed . Copaxone could - 
have sales of 3225m by the 
aid of this year. - - 
However, in recent 
months, both the company 
and analysts have been less 
enthusiastic, and the Shares . 
had slipped to $49 by the end 
of last year. 


Generali 
seeks to 

lift stake 
in BCI 


By Paul Betts 
in Milan 

Assicurazioni Generali, 
Italy’s largest insurer, yes- 
terday confirmed it had 
sought Bank of Italy author- 
isation to Increase its stake 
in Banca Co mm erciale Ital- 
lana, the privatised Milan 
commercial bank, from 5 
per cent to 10 per cent. 

The announcement, which 

drove BCI shares up more 
than 5 per cent, was seen as 
further evidence of the pace 
of consolidation in the Ital- 
ian financial sector. 

Generali's move coincides 
with a proposed merger of 
Istituto San Paolo di Torino 
and the IMI investment 
hank. There are other talks 
under way throughout the 
sector, which may lead to 
the creation of larger bank- 
ing and insurance gro ups in 
Italy to compete against big 
International banks and 
Insurance companies. 

Generali is raising 
L4,000bu ($2.28bn) in fresh 
equity in the market to 
finance its acquisition of a 
controlling stake in AMB, 
the German insurer. It now 
also appears intent on rein- 
forcing its relationship with 
BCL ' 

BCFs other large, share- 
holder is Banque Paribas, 
which raised its- stake to 4 
per cent last December. As 
Lazard Frferts Is a close ally , 
and shareholder of Generali, ' 
banking analysts yesterday 
suggested that Generali’s 
link up with BCI could even- 
tually form part of a 
broader Franco-Italian 
banking and insurance 
alliance. 

The moves around BCI 
and Generali are also expec- 
ted to involve Mediobanca, 
which has a 12 per cent 
stake in Generali. The secre- 
tive Milan merchant bank Is 
due to hold a board meeting - 
today to consider a capital 
Increase and its future stra- 
tegic options in the current 
climate of rapid change in 
the country's financial 
industry. 
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Leica to cut costs after 
sales in Asia drop 47% 


By Andrew Fisher 
in Frankfurt 

Leica Camera, whose 
products are used by Queen 
Elizabeth and the Sultan of 
Brunei, was shaken badly by 
tbe Asian financial crisis 
last year as consumers in 
tbe region cut back. 

The German company said 
sales and profits had suf- 
fered sharply in the closing 
months of 1997, causing It to 
embark on coat-cutting and 
streamline its product range. 
Asian turnover fell 47 per 
cent to DMll.2m ($6.1 7m) In 
the third quarter of the year 
ending March 31 1995. 

A disappointing Christmas 


period in most of Europe, 
especially Germany, also 
dragged down sales. Total 
September-December turn- 
over fell 12 per cent to 
DM67m. though the figure 
for the first nine months 
showed an ll per cent gain 
to DM 193m. The shares lost 
DM5.80 to close at DM24. 

Leica, which came to the 
stock market in 1996. said 
some cameras destined for 
Asia had had to be diverted, 
putting pressure on prices in 
the US and Europe. Its 
Min ox division had suffered 
from weakness in the 
cheaper compact camera 
market, though sales of its 
“spy" camera had held up. 


The company plans to 
reduce capacity , to curb the 
impact of the worsening 
sales trend, which caused 
Tiinp months’ operating prof- 
its to tumble from DM<L972n 
to only DM7.000. In the third 
quarter alone, Leica 
incurred an operating loss of 
DM3. 77m against a DM5 .Km 
profit the previous year. 

Minox will foil to break 
even for the full year, and 
the company will push 
through a restructuring pro- 
gramme to lower annual 
fixed costs by at least DM2m 
and focus on Minox’s core 
products. This will entail job 
losses as production is 
switched to Portugal v 


Strong demand increases 
Argentaria retail tranche 


EUROPEAN NEWS DIGEST 

Swiss Re hit 
by resignatio 


By Tom Bums m Madrid 

Strong demand from 
domestic investors has 
prompted global co-ordina- 
tors of the Pta350bn ($127bn) 
share offering in Argentaria. 
the Spanish banking group, 
to increase the retail 
tranche. 

Morgan Stanley Dean Wit- 
ter, Banco Bilbao Vizcaya. 
Banco Santander and Argen- 
taria have re-allocated to 
small savers 1.8m shares of 
the 30.7m on offer, raising 
their share to 29.4m shares, 
or about 63 per cent of the 
total. 

The move is in response to 
a 30.8 times subscription 


from retail investors for the 
sale, which represents the 
government’s remaining 29.2 
per cent stake in the group. 

The decision to lift the 
retail allocation underlines 
the increasing trend among 
Spaniards to invest savings 
in shares. 

When the government 
began privatising Argentaria 
in 1993, 42 per cent of the 
offer was routed to small 
savers and the retail tranche 
was only 4.6 times sub- 
scribed. 

Madrid's stock exchange 
estimates that one in three 
domestic households now 
owns shares following a 
string of sell-offs last year. 


including the full privatisa- 
tion of Telefonica and of 
RepsoL the energy conglom- 
erate, as well as the- partial 
privatisation of Endesa, the 
power group. 

The volume of retail 
d eman d for Argentaria sug- 
gests that the further sale of 
Endesa equity, planned for 
May's in a issue worth J5bn 
will be similarly weighted 
towards domestic savers. . 

- Argentaria 's co-ordinatctts 
also , reported, a- . good 
response from international 
institutions. They yesterday 
set the maximum price for 
the issue at PtaiojBffi, just 
off its historic high - of 
Ptall.030. on February H. . 


fil'cT- 


Insurer Swiss Re said yesterday Christian Speiser, its 
jihiaf ftnanWaT officer, had resigned to avoid involving the 
company in matters related to the Biber Group, which Is 
hrfng investigated by local authorities. It said Mr Speis- 
eris resignation was aimed at giving him freedom to 
respond to allegations made against him In connection 
with hfe earlier actlvfty with Biber. - 

Mr Speiser focss a lawsuit from creditors of Biber who 
oiniiri he sold the troubled paper manufacturer too 
cheaply when he was chairman. Zurich authorities are 
investigating whether he sold two factories run by the 
group to Finland's Metsa-Serla and MyHykoski at prices 
. Pelow their true value. ' 

Mr Speiser had been chairman of Biber prior to his 
appointment to tbe Swiss Re executive board and the post 
of chief 'financial officer last year. Swiss Re said he would 
be succeeded on an interim "basis by Christoph Dorschel, 
who had held the position previously. Barters. Zurich 

■ CONFECTIONERY . 

Christmas helps lift Huhtamaki 

Shares in Huhtamaki rose more than 5 per cent yesterday 
after the Finnish confectionery and packaging; group 
reported sharply increased full-year profits, fuelled partly 
by heavy demand for Christmas sweets and chocolates. 
The company, best known for its LSkerol and Chewit pas- 
tilles, saw pre-tax profits jump from FM416m to FM519m 
($94J3m) on underlying sales up 31 per cent to FM6.39bn. 

HuhtamakTsmost commonly traded L shares rose 
FM13J50 to FM260 after Timo Peltola, chief executive, pre- 
dicted further growth.in net sales and profits following 
the “four-month spurt” of the Christmas, season. Profits 
last year were also enhanced by the results of the 1996 
restructuring. 'Huhtamaki sold its non-core pharmaceuti- 
cal division and acquired the European assets of Hershey 
Foods, the US confectionery manufacturer. Maiden contri- 
butions from those operations and rising winter, demand . 
helped offset manufacturing problems Last summer, when 
hot and humid weather disrupted confectionery produc- 
tion in the Nordic region. 

Earnings per shareibse from FMKL29 to FM15.04 and 
tbe group proposed an increased foityear dividend of 
FM6, compared with FM4.5CL : Tim Burt, Stockholm 

■ MEDIA . 

Antena 3 price cut for Pearson 

Pearson, the UK media group, is set ter pay less than Ini- 
tially expected for its 10 par cent stake in Spanish televi- 
sion network Antena 3, as part of an affiance agreed last 
September with the Telefonica group. . 

Recoletos, Pearson's Spanish subsidiary, said the cost of 
subscribing to an Antena 3 capital increase had been 
reduced from PtalLSbn to Ptal057bn ($68. 7m) as a result 
of due diligence studies. It said the valuation of the net- 
work was revised downwards by about 8 per cent from 
the Ptal0&9bn used as the basis for Telefonica's acquisi- 
tion. of the mam 25 per cent In the TV company last July. 
The boards of Antena 3 and Recoletos this week approved 
new share Issues at both companies to implement the 
ahareHnirfing deal r under which Telefonica will inject 
Pta23.1bn into Recoletos, taking a 20 per cent stake in tbe 
publishing concern. 

Pearsort publisher of the Financial Times, win seedts.- 
shareholding in' Recoletos - whose titles include the busi- 
ness newspaper Expansion and sports daily Marca - 
reduced from 9ill per cent to 75.4 per cent. 

• : David White. Madrid 

■ CROATIA • :’v • 

Pliva sell-off relived 

The Croatian government has revived its plan to sell a 
stake of up to 14.16 per cent in Pliva, the pharmaceuticals 
company.lnan international secondary share offering. 

The decision Is a farther sign of strengthening investor 
interest in central European equity markets. The Ministry 
of Finance said Merrill Lynch and Daiwa Europe, the US 
and Japanese investment banks, bad been appointed as 
joint global coordinators far tbe sale. 

Tbe,gavenmient was forced to abandon the offering last 
November in the middle of its programme of roadshows to 
investors In Europe and the US; The Pliva share price 
plunged as part of thetunnoil in emerging equity mar- 
kets triggered by the financial crisis in Asia. Daiwa was 
the sole global co-ordinator far last year’s aborted share 
sale; Merrill Lynch has been added to strengthen the mar- 
keting and distribution of the new offering, which is 
planned for spring, some weeks after Pliva releases its 
.1997 financial results in late March. It is understood that 
the share sale could be expanded to include a stake of up 
to 5 per cent from the 10.98 pier cent shareholding cur- 
rently held by the European Bank for Reconstruction and 
Development. 

' Tbe gov ernme nt's stake in Pliva is held by the Croatian 
Privatisation Fund, while Croatian pension funds hold 
26.84 per cent/Zagrebacka Banka holds 12.15 per cent and 
small shareholders own (15 per cent. Pliva was the first 
east European Industrial company to gain a foil listing on 
the London stock, exchange in 1996, when it raised $140m 
in a global equity offering. 

• Kevin Done. East Europe Correspondent 


Sidanco asserts issue -is legal 

The majority owners of Sidanco, the Russian oil company 
under fire from Its minority shareholders, yesterday 
struck back, arguing that its issue of a convertible bond 
had been leg al. Tbe dispute between Sidanco and its 
minority shareholders, who face dflution of their stake 
because of the issue, is just one of a spate of Russian cor- 
porate scandals over shareholder rights. 

. British Petroleum, which is completing the ynn -nhaie g nf 
a 10 per cent stake in Sidanco for $S71xn as part of a strat- 
egy to break mto the Russian oil sector, risks hieing dr a wn 
into the controversy. Baris Jordan, a business partner of 
Qneximbank. which has a majority . stake in Sidanco, said 
mmarity shareholder had been folly Informed of the . • . 
planned dilution before prcrdiasing their shares; *Yes, It 
may violate the. spirit of shareholder rights, but people 
were informed about it before buying the shares and they 
dMnt raise the issue at the time,” he said. Some inves- 
tors. however, disagreed. Charlie Ryan^ head of United - 
Financial Group, a Moscow-based.brokerage, said his firm 
had been trading Sid an co shares without axny knowledge 
of the oonvertihle bond plans.- . . ; "\ 

Jcmdanjmrfsted the dosed subscription to a convert 
foie band issue .- wWdh will dilute the holdings of minor 
ity shareh o lders owning at least 4 per »nt. nf mm . 
pany - waelegal.under Russian law. 

Chiystia Freeland and John Thornhill, Moscow 

■ RETAILING 

PPR jumps 27% to FFr2.(>bn 

A general pick-up te activity m the past three months of : 
the y ear h elped Pinauh-PrintempeRedoute, fhe-French • 
retail g roup. to a 27-per cent improvement in annual prof- . 

Hs. llffi fwtrmovw T n i — ii nn .T ■ — ' 1 - V • — »- - 


"" «wpany yesterday released provi- - 

araal figures putting net attributable profits for i997- at 
^ WsZSSbD. ($4$2m), TOClucOng exceptioual items; Tbe fm*! 
figure s hould be farther boosted by a niet PFr22Gm uoitre- 
currentfi^hL.; -* w- • - DaaidOwen, Fans . 
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Tills time Iasi year Niall-. 

FitzGerald, UttHevfer's new Unilovar 
co-chairman, lit the hlae 
touchpaper under the pon- 
derous food and consumer 
products group. The first 
part of his radical plan,, 
selling speciality ! chemi- 
cals (for £4.Sbn to Imperial 
Chemical Industries), was 
accomplished promptly. 

Spending £8bn is taking 
much longer. This is not 
surprising bearing in mind 
the full scope of. the ambi- 
tions, Which include elimi- 
nating poor performers. •v.y> 19ftS • - w.- os 

■and changing the culture. 

The tncky part is that Uni- ' .•'•••• - 

lever may have to bide its time over acquisitions. Prices 
tend to be high in Europe and North America, and owner- 
ship convoluted in Asia, where better value could lie. The 
risk is that investors will lose patience after a rending of 
the stock that has seen it outstrip, several European peers 
and keep the US leaders in si g ht If the group wn capture 
further medium-sized targets, like Bwwtiifan ice cream 
maker Kjbon, it should keep shareholders sweet 
But long pauses will lead to closer scrutiny of the 
underlying performance. While pluses outnumbered 
minuses in the 1997 figures, some doubts huger. In North 
America, Elizabeth Arden remained stubbornly weak and 
there were signs of lost market shares in food. This is a 
reminder of the hard restoration work still to be done at a 
time when Aslan markets have turned unh elpful. The 
hope must be that another costly bout of restructuring 
has left the group with enough progress up its sleeve to 
avoid any disappointments. 


NEWS DIGEST 


BOC disappoints 
with £93.5m 


A swift programme to batten down the hatches in Asia 
failed to prevent BOC from disappointing the market 
yesterday with a 9 per cent drop in first-quarter pre-tax 
profits. 

The industrial gases group, which generates nearly a 
third of its sales in Asia, reported pre-tax profits of £935m 
($i56xn) in the three months to December, compared with 
£103m. Turnover rose 1 per cent to £9Q2m. 

The outcome was considerably below analysts' 
expectations and the shares fell almost 7 per cent, closing 
66p lower at 905p. 

However. Danny Rosenkranz, chief executive, said the 
results had been “distorted” by exchange rates and 
discontinued operations. Underlying profits in the north 
Pacific region had “held up well”. Currency movements 
cut more than EGmfrom profits, which also suffered from 
a poor performance at Obmeda. the soon-to-be-divested 
healthcare division, where operating profits of 35.3m tell 
well short.of the £13m reported a year 'earlier*, fa . , 

industrial gases, operating profits tell 2 L perceht an sales 
down I per cent, although performance was supported by 
the 50 per cent of Aslan business backed by take-ar-pay 
contracts.."' Jenny Luesby 

US investors eye Powerscreen 

US investors have been increasing their stake in 
Powerscreen International, the Northern Ireland-based 
engineer, ta kin g advantage of the sharp price tell in the 
wake of accounting problems. Powerscreen said yesterday 
that Capital Group, a US fund manager, holds 7.15 per 
cent of the company. up from 65 per cent announced on 
February 4 and 6 per cent in October. 

The announcement follows a statement last week that 
Fidelity International, another US institution, holds 4.02 . 
per cent It had not previously held a notifiable stake. It 
also said Janus Capital Corporation, an investment 
adviser to mutual funds in the US, holds 5.16 per cent 
That is a slight fall on Janus's holding in December of 55 
per cent 

The recent buying by US institutions has exploited a 
fall in the share price from 552V a p to as low as 182p and 
appears to explain a slight rally in the shares since their 
lows of last week. The slide was triggered by the 
announcement that accounting problems at its Mattaro 
subsidiary' required a provision of £46. 7m. KPMG., the 
company's auditors, are conducting an investigation. The 
fails were further exacerbated when it emerged that JCB, 
a rival engineer, suspected problems at Matbro In 
November. - Robert Wright 

Intrum Justitia goes private 

in tram Justitia, Europe's largest debt collection agency, 
is to be taken private in a £126m ($210m) cash deal that 
ends its eight year history as a public company. 

The move, announced yesterday, came as the company 
issued its second profits warning in the past eight 
months it said 1997 pre-tax profits would be about £10m, 
against an expected £115m. 

Intrum is being acquired by Collector, a new company 
52 per cent owned by Industri Kapital a north European 
private equity fond- The remaining 48 per cent is held by 
Synergy, a company owned by Bo Goranson, who has 
been Intrum ’s main shareholder with a 34 per cent stake. 

The offer price is 120p a share - well above the 73'Ap 
level at which the shares were trading in November 
before the company announced It had received a bid 
approach. The company was floated in 1990 at Sip, and 
the shares closed yesterday up 7p at ll6p. 

Christopher Brown-Humes 

WMI pulls out of markets 

Waste Management International, the US-controlled waste 
disposal company, said yesterday that cutting the rot 
from its business by withdrawing from under-performing 
markets such as Spain and France was “well under way”. 

“The company is now well positioned to focus 
additional resources an developing new business, both 
organically and through strategic acquisitions in targeted 
markets," said Bo Cabrielson, chief executive. 

WMI said it envisaged capital expenditure of 
£120m-£135m ($225m> this. year, includ i ng spending on 

acquisitions, possibly in Latin America and Asia. 

The comments came as it reported a 19 per cent decline 
In 1997 pre-tax profits .from £158. 7m to £HS.1 ul It took an 
exceptional char ge of £fi55m (£127.7m)-for the 
restructuring of its overseas operations. 

Bid talk lifts Cookson shares 

Shares in Cookson Group, the industrial materials 
company, leapt 28p to 217p yesterday after rumours that it 
was facing a bid from Allied Signal, the US conglomerate 
with interests spanning car parts and chemicals. 

Neither company would comment yesterday but a •; . 
prominent US Industry commentator said the rumours 

had no substance. . _ • 

Analysts said Cookson was vulnerable to an 
opportunistic bid following a decline in its share pnce 
aver the past 18 months. The shares fell from a high of 
323p in 1996 to a low of lWip last mont h . 


BP affected 
by oil volumes 
and currencies 


. By Robert Corzine 

.John . Browne, chief 
executive of British Petro- 
leum, yesterday acknowl- 
edged “disappointment'' at 
. the group's oil production 
volumes last year as he 
announced a 7.7 per cent rise 
. In lull year replacement cost 
profit, before exceptionals, to 
£25bn ($4. 6km). 

BP is susceptible to disap- 
pointing production volumes 
because about 70 per cent of 
Its operating profits come 
from, the “upstream" part of 
the group. 

Pre-exceptional . fourth- 
quarter profits were £636m. 
down 4 per cent on the same 
1996 period. Executives 
blamed sterling strength and 
Asian currency weakness for 
the decline. Although only 3 
per cent of BP's profits are 
generated in Asia, Mr 
Browne said he was “keep- 
ing a close eye" on develop- 
ments in the region. 

The fourth-quarter results 
were towards the lower end 
of market expectations and 
the shares fell 2lp, or 2.6 per 
cent, to 793p. 

Oil prices that were on 
average $4 a barrel lower 
than in 1996 also hit the 
fourth quarter result. 

Mr Browne argued that 
the historically close link 


between BP's share price 
and the crude oil price had 
been substantially loosened 
as a result of a focus on effi- 
ciency and volume growth. 

But lower oil prices in the 
fourth quarter took their toll 
of exploration and produc- 
tion profits, which were 
down from £81 4m to £679m. 

Oil output over the full 
year rose almost 1 per cent 
to 1.25m barrels per day 
(bpd), well below the 5 per 
cent flrmnni volume growth 
target. 

But Mr Browne also 
acknowledged increasing 
security concerns in Colom- 
bia, one of its main sources 
of new production, where 
operations there have been 
threatened by left-wing guer- 
rillas. 

The final results were also 
hit by lower refining mar- 
gins, which over the year fell 
to $150 a barrel from £L20. 
However, full year refining 
and marketing operating 
profits rose from £679m to 
£910m, with the benefits of 
the European joint venture 
with Mobil of the US identi- 
fied as the main positive fac- 
tor. 

in chemicals annual oper- 
ating profits rose to £484m 
(£476m) on volume growth of 
12 per cent. 


Anglo-Dutch group static at £2.9bn excluding disposal profits 

Unilever acts on performance 


By John WHIman in London 
and Barbara Smit in 
Rotterdam 

Unilever has made good 
progress in reducing the 
underperforming parts of its 
business. Niall FitzGerald, 
co-chairman of the Anglo- 
Dutch consumer products 
group, said yesterday. 

Announcing fiat pre-tax 
profits, excluding excep- 
tional items, of £2.9bn 
(S4.S4bn) for the year to 
December 31. Mr FitzGerald 
said parts of the group 
accounting for just 6.5 per 
cent of sales were now on 
notice that they must 
improve. 

When the group had 
begun restructuring more 
than a year ago. a fifth of the 
business had been told that 


RESULTS 


failure to improve would 
mean being run down or 
sold off. 

The restructuring pro- 
gramme. which last year 
included the sale of the spe- 
ciality chemicals business to 
1CI, had raised margins by 
almost one percentage point. 
It had also released 
resources for marketing and 
promotion, which had 
reacbed more than 12 per 
cent of sales. 

Unilever has set itself the 
target of being in the top 
third of a group of interna- 
tional consumer goods busi- 
nesses in terms of share- 
holder return, said Mr 
FitzGerald. The reference 
group included US groups 
such as Coca-Cola and Col- 
gate. Shiseido of Japan and 
European groups such as 


Danone, LOrfial and Nestl#. 

“In 1997, we moved up two 
places to just above the 
me dian ," said Mr FitzGerald. 

Unilever made 23 acquisi- 
tions in 1997 and sold 19 
businesses in addition to 
speciality chemicals. The 
group was in no burry to 
spend its net cash surplus of 
£3.2bn, Mr FitzGerald said. If 
suitable acquisitions could 
not be found in two or three 
years, he would consider 
returning capital to share- 
holders. 

Turnover fell 11 per cent 
to £295bn, because of dispos- 
als and the strength of ster- 
ling. . Profits including 
exceptionals rose 78 per cent 
to £4.7bn. 

Unilever NV. the group's 
Dutch wing, reported net 
profits of F15.7bn (£L83bn), 


up 24 per cent excluding 
extraordinary items. Net 
sales for the continuing 
operations increased 12 per 
cent to FI 90.6bn. The shares 
were unchanged at FI 124.6. 

Morris Tabaksblat. Uni- 
lever's Dutch co-chairman, 
said the guilder results bad 
been enhanced by favourable 
exchange rates, adding 
about FI 795m to net profits. 
Last year the sterling/gufi- 
der rate increased by 21.5 per 
cent which helped inflate net 
earnings by n per cent. 

At constant rates, exclu- 
ding extraordinary net earn- 
ings of Fl6.3bn. net profits 
rose 13 per cent to F152bn 
while sales for continuing 
operations increased 3 per 
cent to F183.2bn. The final 
dividend is FI 1.49, lifting the 
total 27 per cent to FI 253. 
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Unilever 


FINANCIAL RESULTS 

At constant rates of exchange, sales decreased by 1%. In our continuing operations, cc. excluding the 
chenucabbusinesszs, sales rose bv Sft to £51 ,765 million and underlying volume grew by 35*7. which was 
-weB-up rib pterions -years. Operating profit before exceptional hems in dUr continuing operation.", 
increased by 13% and the margin u nproted by nearly one percentage point, reflecting significant progress 
m Europe as a result if earlier resmtenuing. The priority given to corporate categories and a 
differentiated a p proa ch by regions is working well. The underlying quality of the business portfolio has 
been improved. • ' 1 

The successful condusion of the sale of our chemicals businesses in July resulted in on exceptional 
profit after tax of £24 billion, at constant rales of exchange. This has fadliuted the acceleration of 
restructuring and portfolio rationalisabon, with a further investment of £628 miHiun (1996. £237 million) 
in Diccptvanal items within operating profit. In addition, we have taken a charge of £167 million below 
operating profit to account for die loss on disposal of fixed assets, as already indicated at the third quarter. 

Net profit increased by 141?S; excluding aO three exceptional items mentioned above, net profit was 
13% ahead of last year. 

At exchange raics current for each period, oei profit before exceptional items Increased by 2*7 in 
sterling, 24% in guilders and 7% in dollars. Earnings before exceptional items rose to 23.79 pence per 
dianroTlJS&p. 
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CONSOLIDATED RESULTS BEFORE EXCEPTIONAL ITEMS 
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BUSINESS PERFORMANCE 

World economic conditions in 1997 were good, better than anticipated. Western Europe saw signs of 
improvement and in North America ncariv economic growth ron unueH In developing and emerging 
markets conditions remained generally favourable. although e.m Asia was hit bv financial turmoil in the 

hoer parr of the rear. ... — 

To explain the trend* in the business performance, the foflowing commentary on the regions deals 
with the continuing operations only and is based on operating profit before exceptional items and at 
constant rates of exchange. 

Overall margin developed po&lftdy, most nolablv in Europe. The profitability of our business 
nicreasingly reflects the benefit* from rMructuruig and portfolio irtlprouemenia 

In Europe, sales were unchanged due to the impact of disposals and the continuing pruning of n no- 
priority categories. Underlying wahune growth was much stronger in the m with funiniUirW gc*>d 
growth in our corporate cat e gories. Marketing inrescnrtit was increased xubscmnaDv. Profits in oil and 
dairr based foods were well ahead due to good results in yelkm fat* and olive oil. Ire cream profits 
advanced iuliowing a successful summer season. Home and personal Wt recorded good progress with 
strong growth parti euteriv in deodorant* and prestige products. The performance of uttr l.iiinrirt 
business mb noteworthy with increases in both uohune and profit, in pan reflecting the benefit of past 
restructuring. 

la North America the performance was mixed. Sales increase* in laundrv and mas* personal care here 
offset bv declines m teas, soups and -tide (fishes and prestige products. Home and personal care recorded 
strong profit increases reflecting volume growth and benefits front restruciuring, despite lower profit* 
from prestige products. Major reotjptrtisaiionj of uur food* and home and pervmal care operations were 

progressed during the ear. 


In Africa and Middle Era sales growth was held bade by disposals of ncHXore businesses. South Africa 
achieved excellent results, mainly m home and personal care. Kenya made good progress against the 
previous 'car. hut we had a setback in Nigeria. In Turkey sates and profits were disappointing. 

Asa and Pacific continued it* strong sates and profit growth. Results were particularly good in personal 
care, where we gained market share in mart countries. India and most countries in south-east Aria made 
excel tent progress. Profits in Australia increased following good results in deodorants and culinary 
products. There was no negative impact on our results from the financial turmoil in the region during 
1997. 

In Latin America there were a number or important strategic acquisitions, particularly ice cream 
businesses in Bnuil and Mexico. There was a strong performance in personal c are ; deodorants, hair and 
oral care oil achieved double digi i initiate growth. Sales and profits increased in Chile and Mexico. There 
were substantial increases in marketing hnesunenu. particularly in Argentina anti Brazil; these, together 
with higher corporate run* contributions, resulted in a small decline in profits in the report. 

FOURTH QUARTER 

At constant rates of exchange, sales decreased be 6%. due to disposals, hut underiving volume growth was 
strongly positive. Operating profit before exceptional* in our continuing operations declined by 12%. 
reflecting the disposals and higher marketing investments. Net profit before exceptional items was 13% 
below last rear. 

At exchange rates current lor caeh period, net profit before exceptional items decreased 20% in 
sterling. in guilders and 28% in dollar*. 

OUTLOOK 

Looking ahead, the world econumv will he affected bv the problems in east Asia and economic growth » 
like hr to be lower than in 1997. In developing and emerging markets as a whole w expect slower growth 
than in reentr visits and with more variation between regions and countries. Conditions in Europe are 
improving and overall economic growth may be ahead of 1997. North America should again see 
reasonable growth. Overall we expect markets to be attractive enough to enable us to grow and make 
further prognru in improving under King profitahtHtv. 

SALE OF CHEMICALS BUSINESSES 

AH figures quoted relating to the Profit on disposal of speriahiy chemicals businesses are subject ro 
change as final adjustments arc made under the terms uf the Sale and Purchase agreement. 

NOTES 

Acquisitions and Disc-on tinned Operations 

In 1997 the effect on turnover and operating profit of acquisitions made in the war in the continuing 
business was £2fHt million and £23 million respectively. In 1997, the spccialin chemicals businesses were 
discontinued aval the dlhjitiv 1W7 There were no discontinued operations m 1996. 

Exchange Rales 

The remits for 1997 and die comparative figures for I99fi hair been translated at constant average rates 
of exchange, being the annual average rates for 1996. For our reporting ciurmries these were £1 = FL2.S2 
- US $1.56. In addition, the results and earnings have been translated at rates current in each period. In 
arriving at these current rate figures, results for the continuing operations weTe translated at the average 
ran* ut each period, operational results for the discontinued businesses were translated at the average 
rates prevailing up to the dale of disposal, and the profit rut the sale of the inimtatioaal speciality 
chemicals buuiMvc-sand avvncialrd taxation have been translated at the exchange rare* prevailing on the 
tilth oljuli. 

The exchange rale* rum muons tired for the chemicals remits, and the rebtrd profit on disposal 
sqpuficinilv impact the results for the year calculated at average current rates. The undernoted rates for 
the fourth quarter and full tear therefore jre fur the continuing operations and exclude the profit on 
disposal 'if chemicals. Fur nur reporting currencies thee were: 

Fourth Quarter Full Yfcar 

1997 £1 = n.3,49 = US S1.70 £1 = FL3.J8 = USS1 .64 

= FL2 74 = U$Sl.6l £1 - FL2.62 ■ US SI 06 

Provisional Status 

The pmfit and loss account and supplementary information contained in this document a provisional and 
an abridged vermii of that which will appear in the Croup's full accounts to he published on 31 March 
I99S. The fun accounts for Unilever \.V. aiui Unilever PLC have not wet been filed with the Commercial 
Regtitrv in the Neiherktpds. the Registrar of Companies in the United Kingdom or the Securities and 
Exchange Commission in the United Scales, and have not vet been reported on bv the auditors. 

Dividends 

The Boards have revoked to recommend to die Annual General Meeting to be held on 6 Mav J99ti the 
det Lira lion ol final dividends in respect of 1997 on the Ordinary capitals at the following rates which are 
equivalent in value ai the rate of exchange applied ut term* of the Equalisation Agreement between die 
two companies: 
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DIVIDENDS 


1997 

1996 

PLC per l/Jfip urdin.m 

-final 

5.62 p 

5.44p 



-irilil 

8,42p 

8.0 Ip 

N.V per FI 1 ordinarv 

-final 

FLI.49 

H.I.I9 


Hula! 

R2.M 

n.1.75 


Tile Pi.C final dividend will be paid «m 22 May- 199b, to shareholders regis te red on 94 April 1U9H. 

The N.V. final dhirtend triD be payable as front 23 May 1998. 

Fur the pttrpmc of equalising N.V v and VUCS dividends undo 1 the Equafinztem Agreement, the 
.Advance Corporation Tax I "ACT I m respect of any dhidriid paid bv PLC has to be treated as pan of the 
dividend. PLC% 1997 final dividend iiww announced luu been calculated by reference tn tbc current rate 
of ACT t twenrv 'eightieths); if the effective rate applicable to payment of die dividend ii different, the 
amruiitl will he adjusted accnrdmgk' and a further annouiicemetit trude. 


The .Annuai Review and Annual Accounts for 1 997 trill be published on 31 Mareh 1998. The rendu 
of die first quarter I99K will be atiituvtiKcd wit Fridav I May 1998. 

For copies of UnBever results statement* utiepboor Freephone 0800 181 89 1 or write UK Umterer 
Corporate Relations, P.O- Box 68, Unilever Howe, London EC4P 4BQ, or RO. Bos 760, 
$000 rvc Ora, — !■>_ ~-. r — — «Vmq 1 ‘“rrm Intmirt idiln mi 
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Buying shifts into long-dated gilts 


GOVERNMENT BONDS 


By Simon Davies in London 
and John La bate 
in New York 

Government bond markets 
moved higher yesterday, 
buoyed by low UK inflation 
figures and further evidence 
of productivity improve- 
ments in the US. 

An unexpected fall in the 
rate of underlying inflation 
in the UK pushed the March 
UK GILT contract up J /« to at 
12%, just below its high. 

Kevin Adams, gilts strate- 
gist at Barclays Capital, 
said: "The retail numbers 
were very good. The under- 
lying message is that the 
retailers do not have any pri- 
cing power, and neither do 
the manufa cturers. We are 


on the verge of saying that 
rtiU is it in terms of any 
further interest rate rises.” 

In recent weeks, most of 
the action has been at the 
shorter end of the yield 
curve, with the gap between 
two-year and lo-vear yields 
narrowing by 22 basis points 
in the last three weeks. 

But buying shifted into the 
longer-dated gilts yesterday, 
and the yield spread against 
10-year bunds narrowed to 
104 basis points. Analysts 
suggested it could break 
through 100, if today's earn- 
ings data support the recent 
trend. 

GERMAN BUNDS had a 
quiet day. with investors 
unconcerned by recent calls 
to postpone the launch of 
European monetary union. 
The March contract gained 


Canada issues 
$2bn global 


INTERNATIONAL BONDS 


By Samer Iskandar 
aid Edward Luce 

Canada yesterday launched 
its largest global bond - 
$2bn of five-year notes. 

The deal met “overwhelm- 
ing demand”, according to 
Merrill Lynch, joint lead 
manager with CIBC Wood 
Gundy and J. P. Morgan. 

As a result, the amount 
was increased from the ini- 
tial $l.5bn and the spread 
tightened by roughly a basis 
point after the launch, 
although the pricing (21 
basis points over US Trea- 
suries) was described as “on 
the tight side". 

The fair price for Canada 
in yesterday's market condi- 
tions stood at a spread of 24 
basis points, according to 
Mooyaart Consult, a bond 
pricing company that analy- 
ses bonds based on the pric- 


ing and performance of the 
most liquid issues by 200 fre- 
quent borrowers. 

“In view of the rarity 
value and the bond’s bench- 
mark status, the borrower 
has a reasonable chance of 
getting away with the tight 
pricing.” Mooyaart said. 

The lead managers said 
investors were still showing 
a preference for bonds with 
high credit ratings. The rela- 
tively short maturity also 
attracted some demand from 
central banks, which often 
have a polic>’ of not invest- 
ing in maturities of more 
than five vears. 

ABBEY NATIONAL set a 
benchmark, in the five-year 
euro sector with a lbn euro 
offering. The bond, priced to 
yield 17 basis points over the 
Ecu-denominated OAT 
curve, was the largest euro 
issue in that tenor. 

Paribas, joint lead with 
Salomon Brothers, said the 


INTERNATIONAL CAPITAL MARKETS 


European 
exchanges 
nearer to 
alliance 


CAPITAL MARKETS NEWS DIGEST 


0.80 to settle at 106.60. The 
yield curve continued to flat- 
ten, with little action in 
shorter-dated bonds. 

Kit Juckes. bond strategist 
at NatWest Markets, said: 
“The 10-year to 30-year 
spread should contract fur- 
ther. Why on earth you need 
this degree of spread given 
current inflation risks is a 
mystery to me." 

Trading in ITALIAN BTPs 
was also quiet. The March 
contract settled at 117.64, up 
0.34. while the spread 
against bunds was 37 points. 

However, there were con- 
tinuing signs of indigestion 
in FRENCH OATs, with 
another auction tomorrow. 
The March notionnel settled 
0.24 higher at 102.88. 

US TREASURIES climbed 
in early trading as new fig- 


ures on productivity were 
published and US stocks 
surged. By midday the 
benchmark 30-year Treasury 
bond had gained V i to 102%, 
sending the yield down to 
5.926 per cent 

Shorter-term issues were 
also firmer, with the 10-year 
note up % to 10341. yielding 
8.632 per cent, and the three- 
year note & higher at 100JJ, 
yielding 5.425 per cent 

“1 think we may be follow- 
ing the stock market, with 
some spill-over buying," said 
Tom O'Connell, senior gov- 
ernment trader at First Chi- 
cago Capital Markets. By 
early afternoon the Dow 
Jones Industrial Average 
was trading above its record 
closing high. 

A midday auction of 7i3bn 
in three-year notes was said 


to be having a positive tone 
after a week of lower Trea- 
sury prices, as many in the 
market prepared for this 
week's three auctions. 

Although there are few 
important economic releases 
this week, new data was 
reported on business indica- 
tors yesterday. Business pro- 
ductivity rose 2 per cent In 
the last quarter of 1997. 
ahead of expectations. 

Higher productivity is a 
bullish indicator for bonds, 
offering a potential offset to 
higher infla tion rates. 

Unit labour costs 
increased by 3 per cent for 
the quarter, while the Com- 
merce Department reported 
that wholesale business 
inventories rose 0.9 per cent 
in December after a 0.7 per 
cent rise in November. 
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bond had attracted demand 
from an “unprecedented” 
range of institutional inves- 
tors across Europe. 

“This is really a snapshot 
of what is happening in 


Europe right now," it said. 
“Investors are waking up to 
the euro." 

Abbey National chose the 
five-year sector to avoid the 
increasingly high-profile 


competition to set a bench- 
mark in the 10-year matu- 
rity. Well-known borrowers, 
such as the European Invest- 
ment Bank and L-Bank. are 
issuin g large 10-year deals. 


By Samer Iskandar 

Continental Europe's 
derivatives exchanges took 
a step towards closer co- 
operation yesterday by sign- 
ing a memorandum of 

understanding . to form a 

so-called “Euro Alliance”. 

The aim of the alliance 
between Frankfurt's Deut- 
sche Terminbbrse and Swit- 
zerland's Soffex on the one 
hand, and France's Matif 
and Monep on the other, is 
"the full convergence of 
today’s different platforms 
to a joint, architec- 
ture ... by January 2002", 
the exchanges said. 

DTB and Soffex last week 
announced they would, folly 
merge this autumn to form 
a market offering all their 
products on a single elec- 
tronic trading system. 

The first- step of the' alli- 
ance, starting in April, will 
consist of offering cross- 
membership - allowing 
members of one exchange to 
trade on Die other. 

By October, all fixed 
income products from Matif, 
DTB and Soffex, should be 
listed and traded on a single 
screen, although foreign 
participants will have to 
clear their trades through 
local clearing members. 

A cross-clearing link 
would be added by the mid- 
dle of next year, the 
exchanges raid. This would 
allow substantial savings on 
margins - deposits with the 
clearing house to cover 
potential losses. ' 

Cross-clearing will make 
it possible to offset the mar- 
gin deposit on one contract 
against the deposit on 
another product. 

The exchanges said they 
hoped that by 2002 the move 
would also allow them to 
link their cash equity mar- 
kets. 


New family 


y of 

indices 


Details of a new family of European indices to help - 
investors deal with the impact of the single currency on 
capital markets were release! yesterday by the German, 
French and Swiss stock exchanges and Dow Jones, the US 
business information group. 

The index family will be known as Stoxx and will cover 
the wider European market and the narrower European 
monetary uni on area. The indices are designed as a 
benchmark for big investors looking across Europe rather 

than at individual markets. 

However. Stoxx will compete with other products, such 
as the Eurotop indices launched by the Amsterdam Stock 
and Options Exchange and FTSElntematioaal owned by 
the Financial Times and the London Stock Exchange. 

The Stoxx indices will include a broad European Index, 
with 666 companies, and one for countries expected to join 
European monetary union at the start with 326 stocks. 
However, investor interest is likely to focus on the two 
blue-chip indi ces, each with 50 stocks. One will cover 
Europe and the other the Emu area. All four will be 
launched on February 26. 

Called the Dow Jones Euro Stoxx 50. the Emu blue-chip 
index will be headed by Royal Dutch Petroleum, with a 9 
per cent weighting, Allianz, - the Ger ma n Insurance group, 
with 55 per cent, ami Deutsche Telekom, with 4 per cent. 
Eni, the Italian energy group, will have a 3.6 per cent 
weighting and. France Telecom 3.5 per cent 

The wider European blue-chip index, Dow Jones Stoxx 
50, is also headed by. Royal Dutch Petroleum, followed by 
Glaxo Wellcome, the UK pharmaceuticals concern, and 
Novartis, the Swiss pharmaceuticals group. British Petro- 
leum and Lloyds TSB, the UK banking group, rank ahead i 
of Germany's Allianz. The UK is not expected to join Emu j 
in the first wave next year, while Switzerland is not a can- j 
didate for membership: Andrew Fisher, Frankfurt j 

■ CREDIT DERIVATIVES 

Nordic market to catch UK 

The nascent but growing market for credit derivatives 
among Nordic banks is expected to converge with the 
larger London market in coming years, according to a 
recent survey*. "The Nordic market is a couple of years 
behind London but the existing gap will narrow as the 
Nordic market matures." the authors say. . . 

The survey also reveals disagreement between banks 
over pricing methods. “Only one. of the four banks with 
outstanding transactions in 1997 made analysis of default 
correlation between the counterparty and the underlying 
asset,” the study says. This could lead banks to take 
higher risks than they are aware of, for example when the 
coimterparty is based in the same country as the asset 
underlying the transaction. 

•Credit Derivatives: A survey among the largest Nordk 
banks 1997. Uppsala University, Department of Business 
Studies. Samer Iskandar 
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CURRENCIES AND MONEY 


Sterling follows inflation downwards 


By Simon Kuper 


The pound dropped after 
underlying inflation in the 
UK hit the Bank of 

England's target rate fterthe 
first ton e in eight months. 

The Q.3 per cent slide in 
retail prices in January sur- 
prised the market. The 
underlying inflation rate 
dropped to 2+5 per cent in 
January, hitting exactly the 
target that the Bank has 
been tasked to achieve. 

The figures followed tame 
producer price data on Mon- 
day. “Inflation? What infla- 
tion?" asked Robin Asplnall, 
chief economist at National 
Australia Bank in London. 
Today investors' will scan 
UK earnings figures and the 
Bank's quarterly- Inflation 
Report for more evidence 
that base rates have peaked. 

The pound fell 2.4 pfennig s 
against the D-Mark and 0 & 
cents against the dollar to 
dose in London at DM2£38 


and SL624. 

Sterling has lost nearly 3 
cents against the dollar 
since Friday's London .dose. 
However, hit by the weak 
pound, the dollar feU YO.9 
against the yen and 0.5 pfen- 
nigs against the D-Mark to 
Y123.4 and DML809. 

Short sterling fixtures con- 
tracts jumped to reflect low- 
ered expectations for UK 
rates. The December 1998 
contract rose 8 basis points 
to price In ibase rates- of 
about 6.75 per cent, 50 basis 
points below today's level. 


doubt a peg would work. 
They believe that a currency 
fix - probably at about 
Rp5,500 to the dollar - would 
require unsustalnably high 
interest- rates. The World 
Rank and the International 
Monetary Fund oppose a cur- 
rency board. 

The rupiah nonetheless 
rose from 9.400 against the 
dollar to 7,400/700, helping 
the MalaysiaD ringgit 
advance from M$3.826 to 
M$3-59 against the dollar. 


Sterling 


Against the D-Mark (DM per q 

ajQ 



■ The Indonesian rupiah 
soared cm expectations that 
it might soon be pegged. 
Officials have said they are 
considering setting up a cur- 
rency board. 

But . many . in the market 
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■ is this the end for ster- 
ling?' Certainly, no one 
expects it to rise again. Carl 
Weinberg, chief economist at 
High Frequency Economics 
in New York, notes that 
three times in December the 
pound tried and failed to 
break DM3 against the 
D-Mark. That suggests that 
now the only way is down. 

Neil MacKinnon, chief 
economist at Citibank in 
London, agrees. He shares 
the consensus view that 
rates have peaked, and he 


1996 so 
Source: DetameamOCV 
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have not been long the cur- 
rency for weeks. 

And though UK rates may 
have peaked, they are still 
the highest in the developed 
world. In Mr MacKinnon's 
view, they will remain so 
longer than the money mar- 
ket expects. Fear of con- 
sumer splurges and “tradi- 
tional concerns over 
inflation" will keep the Bank 
from cutting rates for the 
meanwhile, be predicts. 
Goldman Sachs even fore- 
casts one or two rate 
increases this year. 


believes that sterling's move- 
ments for the past year have 
correlated neatly with the 
outlook for base rates. 

Yet both he and Mr Wein- 
berg predict that the pound's 
descent will be gentle. 
Because everyone has been 
expecting a sterling fall, the 
precious few investors now 
need to offload the currency, 
says Mr MacKinnon. The 
fund managers he speaks to 


■ David Marsh, director of 
European strategy at Robert 
Fleming Securities in Lon- 
don, has thought of a sce- 
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nario which could cause a 
delay to monetary union. 

Four academics have 
asked the German Constitu- 
tional Court to rule that 
aspects of Emu are unconsti- 
tutional. Mr Marsh says the 
court has told him to expect 
an announcement next 
week. Assuming that the 
court agrees to hear the 
case, he say's, there would be 
no way that it could then 
make a decision before May. 
when the founding Emu 
members are to be chosen. 

Mr Marsh says that with 
the case stall in court. Ger- 
many would be unable to 
commit to joining Emu. The 
European central bank could 
not start work. Monetary 
union itself might be 
delayed. 

The counterargument is 
that the court might let Ger- 
many proceed even if the. 
case were still being beard. 
Slapping an injunction on 
the largest economic project 
of postwar Europe might 
embarrass even a judge. 
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251350 

240720 

24836 

24 

2473 

27 

242.113 

28 

783 

133127 

13.1674 

13-1546 

23 

13.0963 

26 

12398 

£2 

03.1 

23923 

2-3692 

23607 

53 

23363 

6.1 

22405 

5.6 

1082 

- 


. 

. 

- 

■ 

- 

. 

1034 

13038 

1.4895 

13684 

28 

14608 

33 

1.45 

28 

- 

1.8329 

13210 

. 


. 





13374 

13243 

- 

- 

. 

- 

- 

- 

- 

‘ 23428 

23166 

23201 

24 

23108 

24 

22775 

20 

823 

133429 

13.7325 

133077 

-113 

14.1908 

-121 

154624 

-123 

- 

13332 

13213 

'1322 

1J7 

13173 

13 

1308 

13 

1073 

2.4229 

23763 

23836 

24 

23738 

24 

23372 

21 

873 

123377 

123472 

125638 

03 

123035 

-1-1 

13.0215 

-33 

re 

633700 

623910 


• - 

- 


- 

- 

- 

53565 

53385 

- 

-■ 

- 

- 

- 

- 

- 

202.730 

189.660 

199386 

6.4 

197.101 

6.7 

187.701 

6.4 

1253 

63783 

5.7438 

53188 

33 

53307 

-05 

63762 

-43 

- 

2.7880 

2.7372 

-2763 

-13 

27688 

-12 

2.7872 

-1.0 

1013 

633792 

633315 633878 

-93- 

653071 

-107 

70984 

-11.8 

- 

6.1253' 

00810 

00852 

13 

63713 

14 

63246 

1.1 ■ 

- 

2J132 

23388 

26446 

02 

26*57 

-0.1 

23599 

-0.6 

- 

8.0531 

73858 

83466 

-63 

8.1392 

-63 

83195 

-64 

- 

262531 

253735 

- 

- 

- 

- 

- 

- 

- 

53.7026 

533066 

50312 

13 

53.1889 

14 

527191 

12 

- 

773380 

723770 733812 

-83 

743755 

-84 

813494 

-112 

- 


Foil 10 

. . Closing 
mid-point 

Change BdArffer 
on day spread 

Day's mid 

high low 

One month 
Rate SFA 

Throe nwiBts 

Raie 'e-PA 

One year 
Pete 

JP Mdrgsn 
=<.PA ncKx 

Europe 













Austria 

(Sdij 

127271 

-03349 246 - 296 

12.7856 

12.7110 

12 7074 

13 

12.6666 

13 

12.5-396. 

1.7 1023 

Boigkim 

(BFr) 

37.3405 

-0.1095 210 - 600 

37.4900 

373090 

372825 

13 

37156 

£2 

36 665S 

13 101.7 

Denmark 

(OKr) 

6 8951 

-0.0185 94 1 - 961 

63276 

6.6694 

63S56 

1 7 

6*66 

1.7 

67955 

1.4 

103.6 

Hntano 

<FM) 

54869 

-03146 633 - 9G4 

53134 

5 482b 

£4773 

2.1 

£.4578 

£.1 

5386a 

13 

793 

Franco 

(FFr) 

63656 

-00149 652 - 660 

6.0919 

69542 

63558 

13 

6.3351 

2.0 

59558 

1.6 104.5 

Germany 

(DM) 

13087 

-00051 064 - 090 

1 3192 

1 8065 

13057 

23 

1.7994 

2.1 

1.7759 

18 

1023 

Graeco 

(Dri 

286285 

-0.62 240 - 350 

287.630 

266320 

28837 

-6.7 

2932S5 

-9 6 

311.795 

-63 

64.7 

total 

(El 

13848 

*0.002 838 - 858 

13555 

1.3730 

1384 

0.7 

1.383 

0.5 

13925 

-0.6 


Baly 

W 

1787.05 

-5.1 660 - 750 

179530 

178633 

1787.93 

-0.6 

17S9.33 

-03 

1760.05 

0.4 

743 

Luxembourg 

(LFr) 

373405 

-0.1095 210 - 600 

57.4900 

373090 

372825 

13 

37.1=6 

2.0 

36 6655 

13 

101.7 

Netherlands 

P) 

20392 

-00056 389 - 395 

23506 

2 0375 

snw 

23 

20283 

2.i 

23013 

1.9 1003 

Norway 

(NKr) 

73453 

-03154 428 - 478 

73784 

73333 

73339 

13 

75115 

13 

7.4456 

1.3 

958 

Portugal 

(E« 

185250 

-045 200-300 

185390 

165.110 

185.153 

03 

1E4£= 

03 

18237 

13 

91.9 

Spain ■ 

(PtBl 

153335 

-0405 310 - 360 

153390 

153260 

153246 

0.7 

1S23S3 

09 

151415 

13 

78 1 

Sweden 

(SKil 

6.1161 

-0.0006 136 - 166 

B.152B 

6.1133 

8.1102 

0.9 

6 0933 

03 

8.0663 

03 

823 

Switzerland 

(SFr) 

1.4605 

-00022 600-610 

1.4664 

14595 

1.4554 

42 

1.4447 

43 

1.4011 

4.1 

1063 

UK 

(El 

1.6243 

-0.009 £38 - 248 

1.6332 

1.6213 

1.622 

1.7 

1 6172 

13 

1.599 

13 104.0 

Ecu 

- 

13E8S 

+0.0022 885 - 890 

1.0900 

13651 

1.0898 

-12 

133£1 

-12 

nose 

-13 

- 

SORT 

- 

0.73920 

• 


. 

- 

- 


- 

- 



American 













Argentina 

(Paso) 

03998 

- 996 - 996 

03999 

03997 

. 

- 

- 

- 

- 

- 

- 

Brazil 

(RS) 

1.1261 

+0.001 260 - 261 

1.1265 

1.12*7 

- 

- 


. 

- 


. 

Canaria 

(CSl 

1.4313 

-03036 310 - 315 

14353 

14265 

1.4304 

0.7 

1.4289 

07 

14244 

03 

823 

Mexico (New Peso) 

84800 

+0326 750 - 650 

84860 

8474Q 

83745 

-134 

E 775 

-13.9 

9.67 

-14 0 

- 

USA 

P) 

> 

- 

- 


- 

- 


- 

- 

- 

109.0 

PacHc/MUdla East/ Atria 











Australia 

(AS) 

1.4704 

-0.0177 697 - 710 

1.4865 

14641 

1.4696 

0.7 

1467 

09 

1.4563 

1.D 

?7.6 

Hong Kong 

1HKS) 

7.7385 

- 380 - 390 

7.7405 

7.7375 

7.740 

-13 

7.7935 

-23 

8.1435 

-53 

- 

Inda 


383000 

+0.06 800 - £00 

383000 

36.7300 

- 

- 


- 

- 

. 

- 

Israel 

(SI*) 

33897 

+03004 957 - 037 

3.6057 

35943 

- 


- 

- 

- 

- 


Japan 

(Y) 

123420 

-0325 390 - 450 

124.420 

123 060 

122335 

4.7 

121385 

53 

117J85 

49 126.3 

Malaysia 

(MS) 

33850 

-02403 600 - 900 

33500 

3.5356 

33675 

-03 

3.6055 

-23 

33 

-63 


Now Zealand 

(NZS) 

1.6994 

-03134 987 - 031 

1.7112 

1.6809 

1.7TE5 

-Z2 

1.7079 

-2J2 

1.7267 

-16 


PhBppines 

(Paso) 

39.1000 

-035 500 - 500 

39.4000 

383000 

39.4505 

-103 

403215 

-123 

443925 

-133 


Saudi Arabia 

(SR) 

3.7506 

-03001 505-507 

3.7508 

3.7503 

3.7517 

-0.4 

3.7542 

-0.4 

3 7677 

-03 


Sngapcse 

(S$) 

1.6265 

-0329 270-300 

13630 

1.6250 

1.6335 

-13 

1.636 

-13 

IWK 

-2.1 


South Africa 

P) 

45275 

+0313 260 - 290 

49325 

43160 

4361 

-63 

5X03 

-86 

5328 

-ELI 


South Korea 

(Won) 

1584.00 

+27 300 - 500 

161030 

158030 

- 

- 

. 


- 

- 

- 

Taiwan 

(T$) 

323575 

-0.115 400 - 750 

323070 

323250 

323685 

-04 

3239 

-04 

3297 

-03 


Thailand 

(BO 

45.1500 

-2.65 000 - 000 

47.7000 

443000 

4535 

-10.6 

463 

-102 

5! 

-133 

- 


t Raw tor Fab a I 
overage 1*0 « 100 totfcw retanad U24J6. The exchange ran f 


ttw-tos > tine dKtar prana' saarihg Ha ctatu kto fl by the Sank ol England. Bare 
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t SDR ran par t tor Fab a Bldtafltr spreads In the Dotov Spot toUe ihcw only me tost dectonl places. UK. Ireland & ECU ore quoad m 
LB currency. JLP. Morgan nominal in digo Fab 9: Bom average i990ni00. But Oder, mid soot rates and forward raua In both into and me Defer 
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Repo 

rate 

MONEY RATES 

February 10 Over 

nigm 

Qn& 

mccrtr. 

Tniw 

irr+s 

Si. 

mihp 

Crot 

vti: 

Lcmfc 

imer. 

□c 

rate 

Betgkm 


3 _‘ 

3 : 


3 * 

6 00 

2 75 

- 

Franca 

a; 

jr. 

2’* 


j\ 

4.60 

- 

3 30 

Germany 

3 j 

y-* 

j . 

2 ', 

i ; 

450 

2.50 

3.30 

Ireland 

6 „ 

b\ 

6 

5 . 

ra 

- 

- 

6.75 

Italy 

&:• 

c-; 

6 . 

6 -- 

5 ; 

7.00 

5 5 C 

6 23 

Netherlands 

& 

31 ' 

3 , 

^ ■ 

3 1 

. 

£.75 

330 

Switzerland 


* 

1 - 

V. 

\ 

_ 

1 00 

- 

US 

sa 

5 .’. 

s;: 

5 ; 

s\ 

. 

500 

- 

Japan 






- 

050 

- 

■ SUBOR FT London 








Interbank Ffung 

- 

=.v. 

St, 

5 ;: 


- 

- 

- 

US Dotar COs 

- 

534 

£37 

£43 

5 45 

_ 

_ 

- 

ECU Linked Os 

- 

4 L 



i 1( 

. 

. 

- 

SDR Untied Ds 

- 

3 ? 

3 .' 

3 ;' 

sz 

- 

- 

- 

The FT mends lo reMaw mo utxt FT Lono:+, eireturi' 

PiT>i rule .vlT :rju 



on SQ.U9R Any comments ehouid Be oora lo Usriin C+ctoson Ed. to*, a, the FT 

Ltd rates are shown !w the dr m e su lire. Rates. uLl CL? £Ci.< A SDR Lr-io C+c:*iU Us, 

EURO CURRENCY INTEREST RATES 


Fab 10 

Snort 

term 

7 days 
notice 

One 

rronw 

Throe 

rnonlhs 

Sja 

mjnlh? 

Or«o 

year 

Beujian Franc 

3ii - 3l 2 

3«r - 3’( 

-ra • 

2\r . 2^ 

■ 1 ii ■ j,* 

jf; • 

Dench Krone 

3SJ - SA 


■>;» - 3j- 

37; - y t 

1 - 3*re 

■i J S - 3i‘ 

Germar lAarto 

35+ - 31+ 

3l 2 - 3ii 

j 7 e ■ 2S 

3ii - 3i* 



Duicri GuiHei 

3A - 3>< 

3^ - 3‘+ 

3^ - 3.1 

>5, . 

- ill 

-H - 3;'i 

French Franc 

F'ii - 3jl 

3jJ ■ 3,1 

3ii ' 

“.V ■ X 3> 

3 s : - 3,1 

3ll m 3;i 

Ptytuguese Esc. 

■»;i - 4^. 

5 ■ <i; 

5 - 

*■.: - 4-;; 

-:*» • -‘2 

aft.V ■ -!• 

Spanish Pes«3 

4i ! - <*e 

“*E • J ';i 

• *ii 

4jj - 4,» 

-ij - 

4,’« - 4* 

Sterkng 

7A - 7 A 

7.* - 7,\ 

7]5 - 7ii 

7JS ‘ Vi 

'i: - ?jb 

7ii • ?;i 

Svncs Frarc 

i -i 2 

1ji • a 

1.’+ ' li 


~ : i ■ T; 

: - m 

CanacSan DcJiar 

4,-£ - 4l 2 

-3 ■ 

4ii - 4^ 

. ij; 


5.'i - £ ,! 

US Doltar 

5*J ■ 55e 

3*3 - iii 

5,\ - £'2 

5,1- - c Jl 

51 - 51; 

£5i ■ 

tenon Lira 

6- T a ■ 53» 

6i'i - 6 1 } 

€»< - 


=?r . £,<: 

S 1 * - si 

Japanese Yen 

A-h 

:e • iJ 

A • A 

*2 - a 

• ii 

*3 - 

Asian S&ng 

‘E - 

6 - 21; 

9 - 5<; 

8 - 6*2 

iU -7 

8ra - 7U 

Shan lenn rate3 mo cad tor me LfJ. DoHm 

arid fen. ffurs Jv.O 13 

< ir-tiC'. 



snart lann ratfO can con tor a*. us. uouo /n-u yon. ■: ours roe u ,* new-. 

■ THREE MONTH PIBOR FUTURES iMATFfars Werar* :«e>ec re.? 



Open 

Sett pr<ce Chance 

High 

LOv.- 

Eel vet 

Open mt 

Mar 

6639 

96.39 

■*0.01 

36 40 

96 38 

6.848 

77.156 

Jun 

S6J26 

BS27 

- 

■xie 

96.25 

8.560 

52 Bid 

Sep 

96 12 

56.13 

- 

96 15 

36.12 

1 927 

26.333 

■ THREE HONTH EUROMARK FUTURES flJFFE,* Cf/lrn points at iDOVt, 


Open 

Sen price Change 

High 

Lor. 

EsL vOl 

Open mt 

Mar 

96425 

96 430 


96.435 

96420 

30099 

387182 

Jun 

962B0 

66i«i 


96585 

‘26 '70 

32209 

350189 

Sep 

96145 

96 160 

+0.010 

96.165 

96.145 

21 Mi' 

27861 1 

Dec 

95 960 

95.970 

+0.010 

95 980 

95 950 

28013 

27W54 


■ ONE MONTH EUROMARK FUTURES ILIFFET DM 3m poms ol 100«t> 



Open 

Sell price Change 

High 

Low 

Eel. vol 

Open an. 

Fed 

- 

9653 



0 

133 

Mar 

- 

96.49 



0 

1150 

Apr 

- 

9644 



0 

50 

May 

- 

96.39 

- 

- 

0 

t 

■ THUS MONTH EUROURA FUTURES (UFFQ' LI 000m points ol 100% 


Open 

Sell price Change 

High 

Low 

Er>t_ '/ol 

Opon ni_ 

Mat 

94.11 

94.12 +0.01 

94 14 

34 10 

12571 

141050 

Jun 

94.99 

95.02 *0.02 

95.04 

94.96 

20240 

178611 

Sep 

95.41 

95 44 +0.02 

95.45 

95.41 

B678 

125247 

Dec 

95.60 

95.64 +0.02 

95 65 

95.60 

5965 

123175 

■ THUS MONTH EURO SWISS RIANC FUTURES iUFrE) SFrlm pouts Of 10054 


Open 

Sett price Change 

High 

Low 

Est vcJ 

Open re 

Mar 

98.72 

98.71 -0 02 

90.75 

96.70 

6318 

66420 

Jun 

98.60 

98.59 -0.02 

96.62 

98 56 

5268 

51584 

Sep 

96.46 

98.47 -001 

98.49 

98 46 

2282 

23067 

Dec 

9J3.27 

98.28 -0.01 

98.28 

98.27 

121 

13603 

■ THREE MONTH EUROYEN FUTURES (UFFQ VlOOm points of 100^ 


Open 

Sett pnee Change 

High 

Low 

Eel vol 

Open Uni. 

Mar 

- 

99.04 +0 03 

- 

- 

0 

n/a 

Jun 

- 

99. IB +0.03 

- 

- 

0 

n/a 

Sep 

- 

99.15 +0.03 


- 

0 

n/a 

■ THREE MONTH ECU FUTURES (UFFEl Eculm pom is ol 100% 



Open 

Sett pnee Change 

rttfl 

Low 

Est vol 

Open 'rat. 

Mar 

9565 

9566 

95.87 

95.64 

1275 

6472 

Jun 

65.60 

95.71 +002 

95.72 

95.66 

363 

6562 

Sep 

95.70 

95.71 +0.02 

95.72 

95.70 

147 

9395 

Dec 

95-84 

95.86 +0.01 

95.67 

95.84 

353 

3739 

' LIFFE futures a»o mated on APT 





■ EUROURA OPTIONS (UFFQ L 1000m points ot 100% 



Strike 







1 


■■HflMMI 



“ 

Price 

Mar 

Jun Seo 

Mar 

Jun 

Sep 

9400 

0.18 

1.08 1.50 

0.06 

0.06 

0.06 

9425 

0.07 

0.85 1.27 

0.20 

DOB 

008 

9450 

0.02 

0.64 1.04 

0.40 

0.12 

0.10 


Esu vel i eta. Cato 123W Pms 21731. Piam+us day's open Im.. Cafe 367*5 Puts 157310 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Feb 10 BFr DKr FFr 

DM 

K 

L 

FI 

NKr 

Es 

Pta 

SKr 

SFr 

e 

CS 

S 

Y 

Ecu 

Belgian 

(BFr) 

100 

1647 

1024 

4.B44 

1 3334 

4788 

5v481 

2021 

496.1 

4106 

21.74 

3211 

1249 

3233 

2278 

3305 

2460 

Oenmmft 

(DKr) 

54.1 6 

10 

8.797 

2.623 

1JJ47 

2682 

2957 

1094 

268.7 

2224 

11.77 

2.118 

0893 

2078 

1450 

179.0 

1232 

France 

(FFr) 

61.58 

11.37 

10 . 

2 96? 

1.191 

2946 

0382 

1244 

3054 

2528 

1328 

2408 

1915 

2360 

1249 

2032 

1.514 

Germany 

(DM) 

20.64 

0612 

0354 

1 • 

0J3S0 

988.0 

1.127 

4.172 

1024 

84.78 

4487 

0.807 

0.340 

0791 

0553 

6824 

0206 

Ireland 

OO 

51.71 

9348 

8.400 

2.505 

1 

2475 

2824 

1045 

2505 

.2123 

1124 

2023 

0253 

1982 

1.385 

1709 

1272 

Italy 

(L) 

Z^BO 

0J86 

0.339 

0.101 

0.040 

100 

0.114 

0422 

10.37 

8.580 

0454 

0.082 

0.034 

0980 

0058 

6.906 

0051 

Netherlands 

P) 

iaai 

0361 

0975 

0887 

0354 

8703 

1 

0700 

9084 

75.10 

3280 

0.716 

0202 

0702 

0.490 

6022 

0450 

Norway 

(NKr) ■ 

49.49 

9.138 

6^39 

2.397 

0957 

2368 

2703 

10 

245.5 

2032 

1078 

1236 

0216 

1.897 

1225 

163.8 

1217 

Portugal 

(Eb) 

• 20.18 

.3.722 

0274 

0978 

0390 

984.7 

1.101 

.4.073 

100 

8277 

4281 

0788 

0332 

0773 

0240 

66.62 

0.498 

Spam 

(Pta) 

24.35 

4497 

3S5B 

1.130 

0471 

1165 

1J30 

4^21 

1202 

100 

5293 

0952 

0402 

0933 

0852 

8040 

0.599 

Sweden 

(SKr) 

46X1 

8.496 

7474 

2.229 

0890 

73Q? 

2513 

9297 

226.3 

1682 

10 

1200 

0.759 

1.784 

1232 

1521 

1.132 

Switzerland 

(SFr) 

25.57 

4,721. 

4.153 

1238 

0494 

. 1224 

1.396 

5.166 

126.0 

105.0 

5557 

1 

042? 

0980 

0685 

8421 

0.829 

UK 

S3 

60.65 

11^0 

9^52 

2.938 

1.173 

2903 

0312 

1228 

3002 

249.1 

13.18 

2372 

1 

2225 

1.624 

2002 

1492 

Canada 

IC$) 

26.09 

4.017 

4230 

1264 


1249 

1.425 

5272 

1294 

107.1 

5270 

1.020 

0.430 

1 

0.699 

8023 

0.542 

USA 

CS 

37^4 

0895 

6.086 

1209 

0.722 

17H7 

2039 

7545 

1803 

1532 

8.116 

1.461 

0216 

1431 

1 

123.4 

0918 

Japan 

(Y) 

3025 

5^67 

4j}15 

1465 

0585 

1448 

1352 

6.114 

160.1 

1242 

0576 

1.183 

0499 

1.160 

0.810 

100 

0744 

Ecu 


4068 

7JSD7 

6.604 

1.B89 

0788 

1946 

2220 

8215 

201.7 

167.0 

0837 

1590 

0670 

1.558 

1989 

1344 

1 


Denali Krona, French Franc. Norwegen Kroner, and Sweden Kroner per 1ft Beaton Rone. Ym, Escudo. Lka and *««• per 100. 


■ D-MARK FUTURES (1MM) DM 125,000 per DM 




■ JAPAI 

HSE YEN FUTURES 0MM) Yen 122m per Yen 100 
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COMMODITIES AND AGRICULTURE 


Demand slowdown puts Opec revenues in 



By Gary Mead 

Kuwait's announcement 
yesterday that it Is cutting a 
dollar a barrel from its proj- 
ected oil revenues for its 
1998-99 fiscal year is a straw 
in the wind for the Organisa- 
tion of Petroleum Exporting 
Countries. 

If the traditionally cau- 
tious Kuwaitis - their pro- 
jection was previously only 
$13 a barrel - are downgrad- 
ing expectations, how much 
pain are other, less conserva- 
tively minded Opec members 
enduring as a result of low 
prices and over-supply? 

Last November. Opec 
raised its production quota 
by 10 per cent to 27.5m bar- 


rels a day. Since then, vari- 
ous factors have conspired to 
create low demand and a 
consequent collapse in 
prices. 

The unusually warm 
northern hemisphere winter 
- residential and commer- 
cial sales of natural gas In 
Canada have been down by 
as much as 20 per cent this 
winter, for example - has 
reduced demand for all types 
of energy, including crude 
oil. Meanwhile, the currency 
turmoil In parts of Asia has 
cut demand by perhaps 
400,000 b/d. 

Inventories are also piling 
up: the International Energy 
Agency said yesterday that 
OECD stocks were now at 


their highest in 20 years, 
except for 1994. 

All this means Opec reve- 
nues in the first quarter of 
1998 could be 18 per cent 
lower than in the last quar- 
ter of 1997, despite the deci- 
sion to increase its produc- 
tion quota by 10 per cent to 
27.5m b/d, last November, 
according to research by bro- 
kers Flemings. 

“Saudi Arabia's revenues 
are probably down by 15 per 
cent, and the smaller mem- 
bers by about 20 per cent 
Some of the members are 
having severe financial trou- 
ble as a result of the slump 

in oil prices,” said Alan 
Marshall, oil analyst with 
Flemings. 


Opec oil production and revenues 

i Revenues {$m par.de^ 
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"Probably hurting the 
most is Indonesia, but the 
Gulf states, Iran and Nigeria 
are all on the high risk list 
too,” he added. 

Mr Marshall says that fol- 


50Q 


400 


300 


lowing its increased quota, 
Saudi Arabia requires the 
world benchmark for oil, 
Brent blend, to be. at $18 a 
barrel simply to maintain its 
revenues at l99Ts level 


Since the start of 1998. 
Brent has averaged $15^5 a 
barrel, compared with $19.32 
a barrel last year. 

"Even in Venezuela, where 
production has soared above 
quota and there is little evi- 
dence of concern over Opec 
policy or oil prices, every $1 
a barrel fall reduces reve- 
nues by $L2bn." says Flem- 
ings. 

So will Opec act to reduce 
its production? 

“There are no signs as yet 
that anything is on the 
cards. The problem is that 
the Saudis, who drove the 
organisation to the higher 
quotas, must admit they’ve 
got the sums wrong," said 
Mr Marshall 


That is unlikely at the 
moment, not least because 
Saudi Arabia privately 
blames those Opec members, 
in particular Venezuela, that 
are pumping oil . without 
much concern- for prices or 
agreed quotas. 

Mohammed Abduljabbar, 
analyst with the Petroleum 
Finance Company in the US, 
says: "We estimate, that 
Opec Is currently producing 
about 800,000 . b/d. above 
quota. The Saudis hold that 
the remedy for this market 
is to abide by the quota, and 
prices will improve. They 
will continue to be compla- 
cent about prices until other 
members take the. initia- 
tive." 


Europe pays the price for return of swine fever 


S wine lever has made a 
comeback among Euro- 
pean pig farms in the 
past year, with apparently 
unrelated outbreaks in the 
Netherlands. Spain and Ger- 
many. 

Millions of pigs have been 
slaughtered, seriously affect- 
ing farmers, pig prices and 
the Dutch economy. 

The European Union paid 
EcuGoOm <S706m) in compen- 
sation for slaughtered pigs 
in 1997. largely to Dutch 
farmers, having had to pay 
little or nothing in 1996. 

With pigmeat exports 
worth up to Eculbn a year to 
the EU. and much more in 
internal trade, the EU can- 
not afford to ignore the 
highly contagious disease. 

Many countries import 
pigmeat only from nations 
with disease-free status. 
Although swine fever is not 
considered a threat to 
h uman health, meat from an 
infected anim al is of poor 
quality. 

Now., the chance that a 
new vaccine will reach the 
market , by the , end of this 
year has reopened the debate 
over whether or not to vacci- 
nate. It will be discussed at a 
symposium In the UK in 
July by an international 
society of pig vets. 


COMMODITIES PRICES 


Swine fever has been 
known for many years. 
Although it is not necessar- 
ily caused by intensive pig- 
rearing. the move to larger 
farms, often grouped closely 
together, h a s magnified the 
effect of outbreaks. Last 
year, more than a third of 
the 15m pig population of 
the Netherlands was slaugh- 
tered. 

Dr Christianne Glossop, 
president of the UK Pig Vet- 
erinary Society, says that 
even countries without the 
disease, such as the UK, can- 
not be complacent 

The rise in pigmeat prices 
last year after the onset of 
the Dutch outbreak was 
soon reversed and farmers 
across the EU realised they 
could not benefit in the lon- 
ger term from the problems 
of farmers in one region. 
“We must see the industry 
as a whole," Dr Glossop 
says. 

EU officials admit they are 
worried about the incidence 
of swine fever, although they 
say there have been equally 
serious outbreaks In the 
past. “There are a lot of dead 
pigs, but not sick pigs, 
around," one says. 

At present. EU policy is to 
deal with outbreaks by rap- 
idly slaughtering pigs in the 


Outbreak in 
NE Germany 

Farm authorities in the 
north-east German state of 
Mecklenburg-Vorpommern 
said yesterday they bad 
uncovered a second out- 
break of swine fever in the 
region inside a month . 

It is the 65th outbreak in 
the state since 1992, and the 
first at a farm using organic 
methods, the state agricul- 
ture ministry said. 

Last month, the authori- 
ties ordered the slaughter of 
62,000 pigs (abont 10 per 
cent of the German total) 
after swine fever broke out 
at one of Germany’s largest 
pig breeding installations. 

area and by imposing restric- 
tions on the movement of 
animals to stop the virus 
spreading. 

General vaccination has 
been rejected by the EU, 
partly because the vaccine 
available can mask the dis- 
ease. 

A blood test can show 
whether a pig has produced 
antibodies to the virus, but 
cannot differentiate between 
antibodies made in reaction 



Open question: there are doubts over whether pigs should be kept outdoors 


to the vaccine and those 
present because the pig has 
the virus. 

According to the EU offi- 
cial, most countries in the 
EU do not have swine fever, 
and are against general vac- 
cination because the cost is 
high. 

The new “marker” vaccine 
would differentiate the anti- 
bodies. so a blood test would 
show whether a pig had 
been vaccinated. 


The official says: “If and 
when we have a marker vac- 
cine. we certainly will look 
at it as an element of an 
eradication policy. We are 
not looking at vaccination as 
a general policy." 

Meanwhile, swine fever 
policy must be based on 
stopping the spread of the 
disease. For example, feed- 
ing pigmeat to pigs - one 
way of passing on the dis- 
ease - has been banned. 


Germany has blamed its 
outbreak of swine fever on 
wild boar - among' which 
the disease is endemic - 
coming into contact with 
farmed pigs. 

The EU has asked Ger- 
many to suggest ways to pre- 
vent this. However, with the 
wild boar population spread- 
ing, even in the UK,, there is 
an increasing question over 
whether pigs should be kept 
outdoors. 


Dr Glossop even questions 
the wisdom of allowing agri- 
cultural shows to exhibit 
pigs. She says swine fever 
could be spread if a farmer 
from the Netherlands did not 
wash his boots before visit- 
ing a show or if someone 
“threw a salami sandwich” 
to a pig. . - 

Another tine of defence is 
accurate and. easily recalled 
movement records for pigs. 
Since it takes around a week 
for an infected pig to show 
clinical signs of the disease, 
there is' time far . animals to 
be moved to other forms - 
far instance, piglets moved 
elsewhere for fattening. 

In the Netherlands,- the 
Dutch government's animal 
health agency- has employed 
EDS. the computer services 
group, to run a registration 
and movement system which 
tracks neariy aQ pigs bam lii 
the country. 

EDS says that while form- 
ers were reluctant initially 
to get involved, the system 
proved itself in last -year's 
outbreak as it was able to 
trace pigs quickly. Also, 
farmers who did not join 
were not eligible for compen- . 
. sation when their pigs were 
slaughtered. : . 7 


Maggie Urry 


Crude oil 
prices 
lack firm 
direction 


MARKETS REPORT 


By Gary Mead 

Oil prices again lacked firm 
direction yesterday, mark- 
ing time amid, the gathering 
storm clouds over Iraq. On 
the International Petroleum 
Exchange the world’s bench- 
mark for crude oil, Brent 
blend, for March delivery 
was $15.10 a barrel down 14 
cents, in late trading. 

The International Energy 
Agency forecast world oil 
demand this year would 
increase by 2-3 per cent to 
7&34m b/d, slower than last 
year’s 2.7 per cent rise, fol- 
lowing Asia's economic 
slowdown. Traders saw the 
monthly analysis as further 
evidence of a large excess of 
supply over .demand. 

On the London Interna- 
tional Financial Futures 
Exchange, coffee and cocoa 
futures failed to generate 
much enthusiasm. 

Having slipped through 
£1,000 the previous day. 
March cocoa struggled to 
regain' the lost ground but 
closed, at £999 a tonne. Just 
£1 higher. Robusta .coffee 
futures were also weaker, 
with the March contract $19 
lower at $1,721 a tonne. 

On the Coffee, Sugar and 
Cocoa Exchange in New 
York arabica coffee futures 
were similarly depressed, 
with the March contract 
down 5.6 cents at 167.75 
cents a pound in late 
trading. 

Trading was subdued on 
the London Metal Exchange 
with only tiie contracts for 
copper and nickel providing 
much stimulation. The for- 
mer ended' the day at $1,696. 
up $13 a tonne, the latter 
$30 higher at $5,625. 

Nickel was partly boosted 
by continuing, speculation 
over last week's allegations 
by Engelhard that a. fraud 
had been perpetrated In 
which lower-grade metal 
had been substituted for 
more valuable stock. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Mstal Trading) 


Precious Metals continued 

■ GOLD COM EX (100 Troy oz.: Srtroy oz.) 


Sen oars 

price donga Htgti low Vd 


Open 

1st 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes £ per tome) 

Sail Dqf*B Opaa 

price dungs Htyb Low W tat 


SOFTS 

■ COCOA ti.FFE |10 tonnes; C/torma) 


Sett Day** 

price dnoga Ugh 'Lew 


Vd 



Cosh 

3 mtha 

Ft* 

3012 

+0.6 


300 8 

127 1.194 

Mar 

81.50 

+025 

81.75 

8140 

193 

1904 

■ar 

999 

*1 

1001 

989 2297 49.088 

Fab 


Mar 

3016 

+0.7 

- 

- 

2 4 

Hay 

8325 

+440 

83.75 

8300 

112 

4.026 

Hay 

1024 

+2 

1028 

1014 2765 27279 

Apr 

Close 

1474-75 

14&LS-94.5 


3022 

+0.7 

3032 

3009 15206 80.710 

Jo! 

85 20 

+030 

85.00 

85. 00 

10 

670 

Jri 

1049 

+3 

1051 

1040 484 14.182 

Jon 

Previous 

1489.5-90.5 

1508-08.5 

Jim 

3042 

+0.7 

3052 

3027 

475 15.743 

Sep 

8125 

+450 

- 

- 

- 

63 

S«P 

1070 

+3 

1071 

1062 588 24.253 

Aog 

Wgh/kw 


1514/1493 

Am 

308.0 

+47 

306.4 

306.4 

52 5.639 

Ifcnr 

8325 

+050 

8325 

8325 

79 

1.571 

Dec 

1094 

+1 

1098 

1087 1457 30.149 

Oct 

AM Official 

1484.5-85.0 

1505-06 

Oct 

3080 

+0.7 

- 

- 

1 3224 

Total 





409 

8223 

Mar 

7J23 

+2 

1136 

1115 909 26980 

Dec 

Kart ctasa 


1497-98 

Total 





15909187257 

■ WHEAT CBT (5,000bu min: coitsfEOfo Outawl) 

Total 




8472 1 89468 

Total 


Open im. 


280.857 


MEAT AND LIVESTOCK 

■ LIVE CATUE CMEfHljOOibs; ccntoAba) 

Open Sail Dan** ■ Open 

lit Pita rings M* Law «*-•' tar--. 

61 .525 -HUES 62.175 61.500 8,587 11.887 
66.025+0275 60600 KS50 9.500 50^89 
67.725+6275 68150 67.650 3jD50 26,881 
68.700 +0.1 00 60050 68.600 1.085 8,980 

70,175 +0.100 70500 70D50 238 4213 

71.025 - 71250 71.000 ID 981 

• • 22,474 101,1711 


Total daly turnover 63.601 
■ ALUMINIUM ALLOY <S per tonne) 


PLATINUM NYMEX (50 Troy oz.: Sftroy 02.) 


Close 

1310-15 

1335-38 

Previous 

1313-18 

133&-4Q 

High/low 


1340/1335 

AM Official 

1311-12 

1335-40 

Kerb dosa 


1337-39 

Open mt 

5.2-sa 


Tow daJy nimow 

1.059 


■ LEAD IS per tonne) 


Close 

516-7 

523-9 

Previous 

519.5-20 .5 

531-2 

H^FVtow 


532/524 

AM Official 

513.5-14.0 

526-26.5 

Kerb close 


526-7 

Open rt. 

4685 


Total daily turnover 

33.402 


■ NICKEL 15 per tonne) 


Close 

5500-10 

5595-600 

Previous 

5510-20 

5600-10 

High/low 


5635/5555 

AM Official 

5465-70 

5560-85 

Kerti dose 


5625-35 

Open «iL 

59.959 


Tow rWy tumovw 

16.129 


■ TIN IS per lomei 


Cfcwe 

5215-25 

5250-55 

Previous 

5255-65 

5285-90 

High/lovi 


5280/5260 

AM Official 

5240-50 

5270-80 

Kerts dose 


5275-80 

Open ait 

13.341 


Tola! da*/ turnover 

4.709 


■ ZINC, special high grade IS per tonne) 

Close 

1068-69 

1093-94 

Previous, 

1062.5-63.5 

1087-88 

High/low 


1097/1070 

AM Official 

1053-54 

1080-80.5 

Kerb dcoe 


1009-90 

Ooen rnt 

71.307 


Tow rady turnover 

20.560 


■ COPPER, grade A 15 oer lonnej 

Close 

1664-55 

1690-31 

Previous 

1662.5-63 5 

1688-69 

Higtvlov/ 


1097/1682 

AM Official 

1666.5-67.5 

1651-92 

Kerb dose 


169S-96 

Open art 

150.202 


Total early amove: 

39.290 


■ LME AM Ofnew E/S rate: 1-6224 

LIVE Closing SYS rate: 1.6250 



Seat 1 63S 3 mjs i 6165 6 tths 16716 9 mts 1 HH? 
■ HIGH GRADE COPPER (COMEX) 



Sen 

Par's 




Open 


price 

dungs 

High 

low 

VM 

M 

Feb 

76 S5 

+ 160 

76.60 

74.95 

319 

1.017 

Mar 

7E.95 

+1.60 

77.35 

75.25 

3.185 

31 #9 

Apr 

77 45 

♦ 1 £0 

77 25 

7615 

55 

1961 

■ay 

7780 

+150 

7815 

7640 

6.304 

10.532 

Jun 

7830 

+ 155 

79.00 

77.25 

401 

1987 

Jul 

78 65 

+145 

7300 

7735 

542 

S.2» 

Tetri 





1WE2 

72331 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

iPnces suppted by N M Rathscinkfi 

GddfTruy oz) S price E equrr SFr equrr 

does 29990-300 *0 

Opening 30060-301 CO 

Morning fix 300.75 1*523 439 55 

Afternoon fix 299.50 18421 437 72 

Days High 301 30-301 70 

Day's Low 299 00-299.50 

Prevnu3 dose fill JO- 301 90 

Loco Ldn Mean Gold Lending Rates (Vs USS) 

1 nrontft ...3 86 6 m ent is 3.74 

2 months ,3.32 12 months .. . . ,3.53 

3 rnomha ...... .3.81 

SKver Rx p/troy oz. US ns equtv. 

Spot 439.50 713.50 

3 months 422 85 883 50 

& months 425.45 884.80 

1 year 423.80 G77.3S 

Gold Coins S price E equiv. 
Krugerrand 290-300 183-185 

Maple Leaf 

New Sovereign 69-71 42-44 


Apr 

390.9 

+3.1 

392.7 3872 

3.711 9957 

Jul 

38a* 

+11 

3890 385.0 

31 m 

Oct 

387.4 

+3.1 

3889 388.0 

2 360 

Jan 

388.4 

+11 

3859 385.0 

14 

Total 




3,744 11999 

■ PALLADIUM NYMEX (100 Troy oz.: S/fruy oz.) 

Mar 

234.40 

-035 735.70 23300 

604 3,166 

Jun 

232.75 

-085 23300 232.00 

424 1.156 

Sep 

230.75 

-OSS 22990 22950 

100 333 

Total 




IJB8 A85S 

■ 50.VBIC0MX (5.000 Troy oi; CrHfls/troy at] 

Feh 

7080 

+155 

690 0 690 0 

136 125 

Mar 

710.0 

+15.5 

717.0 688 5 13.777 57 890 

May 

7005 

+150 

707.0 6802 

1309 18.66= 

Jul 

6939 

+17.5 

7010 6725 

643 12981 

S«P 

691.0 

+18.5 

6855 6780 

16 4 810 

Dec 

6890 

+195 

6919 67S9 

94 9563 


Tata) 


18/37110,641 


ENERGY 

■ CRUDE on. NYMEX <1.000 barms. S/barrei) 



Latest Days 


Open 


price donga High 

Low 

VM lot 

Mar 

1563 

- 16.73 

16.55 23653 62.4=9 

Apr 

1683 

-0 02 16.9S 

JG 75 17.3E3 E2.S22 

May 

77(35 

-0.07 l». 16 

!£ 99 

4 671 32.592 

Jen 

1729 

+0 02 17 40 

7720 

5.509 45 934 

Jul 

1794 

+0 09 17 54 

17 40 

1 013 23 143 

Aug 

17.65 

+0.04 

- 

1.723 16564 

Total 




SL5S0 *36955 

■ CRUDE OIL IPE fS/barrei 



Latest 

Day** 


Open 


price change Mgh 

Law 

Vd tot 

Mar 

1524 

- IS ES 

7513 

751/4 45 -523 

Apr 

1545 

+007 75 50 

7523 15 752 S96J5 

May 

1568 

*0 05 1574 

IS 57 

3.317 23 327 

Jon 

7593 

+0.09 15.96 

75 32 

2.441 27 SJ? 

Jul 

16.13 

+0.11 16.13 

15-96 

1 3» 73.796 

tog 

1634 

-0.13 16 35 

1623 

174 62TE 

Total 




n/a Mi 

■ HEATING OIL 7MIEX |42 IJHJ US gait: c’JS ■p&.\ 


Latest 

Days 


0P« 


pries change Kgh 

Low 

VU lot 

Mar 

45 95 

- 46J3 

45.30 I0.E36 *3 7CO 

tor 

46 45 

-OlO 46 75 

4630 

5.75* 28.512 

May 

47X6 

- 472S 

46 90 

1.763 18557 

Jon 

47 55 

+0 05 47 75 

47«J 

1.47C 77.112 

Jul 

48 JS 

-025 4a 35 

4830 

779 12243 

tog 

43 CO 

+020 

- 

22? 83711 

Total 




20382160,1*5 

at GAS OIL FE (S/Rjnrei 




Sett 

Dart 


opes 


pries change ngh 

Low 

W tat 

Feb 

138 50 

-150 140 CW 

13823 

6 452 734369 

Mar 

14P-S0 

-1JS Ml SO «0I» 

7.27? 22 .047 

Apr 

74220 

-7 00 1*150 14225 

1907 I1.6C8 

May 

14590 

-090 14125 1*450 

422 2140 

Jun 

146 25 

-125 147 SO 

14625 

520 12952 

M 

14850 

-t.00 14925 143 S 

:t3 -*265 

Total 




15,490 1CS.+42 

■ NATURAL GAS K ilJWO Kerr, eats Tefloj 


Mar 

8660 +0960 

9 870 

97M 

220 

11J5 

Apr 

9 760 -0010 

- 

- 

- 

UK 

Total 




830 71095 

■ NATURAL GAS HYMEFMOCOO nwSfc: 5*snai f 


Latest Day*i 




Open 


price change Mgh 

Lets 

Vol 

tat 

Mar 

2JS5+004C 

1350 

12C5 37265 35206 

Apr 

2.2E0 +0.036 

1300 

1235 12067 

22.756 

«*ay 

23M+0026 

2J10 

125S 

5186 13650 

Jon 

1300 +0015 

1310 

Z2G9 

3.533 

14.129 

Jul 

2.33) *0020 

2330 

1282 

2£=9 11264 

Aug 

1320+0012 

13*0 

1292 

:.59S 

12507 

Total 




68676195553 

■ UNLEADED GASOUNE 




NYMEX M29C0 US gsfc; C.US gals l 




Lazes Dari 




Open 


pries ehaoge Nigh 

ism 

va 

tat 

Mar 

51 15 +030 

5135 

5050 10.4*7 

31915 

Apr 

54 60 +013 

54.7S 

5*20 

4 565 21.625 

Hay 

55.00 +0.20 

5510 

54-80 

<2*4 

11616 

Jun 

54.95 +0.15 

55.05 

54.70 

635 

3.923 

Jul 

5*e5 +030 

5500 

54.70 

452 

4050 

Aug 

5* JO +0JS 

6*30 

5*25 

20 

*.675 


Mar 338.00 +075 33925 33800 10.682 43,333 

Hay 348.75 +1.00 349.00 34625 5-784 21311 

Jul 35625 +100 35700 35400 1.988 25.407 

Sap 36300 +1 00 36330 361.50 64 3.044 

Dae 37500 +200 37500 37250 147 4,799 

■Id 36800 *1.00 4 32 

Total 18065 9*904 

■ MAIZE CRT (5,000 bu rmn; centa/SOb bushd) 

Mar 27175 +1.75 274 00 27125 250)53123.407 

May 28150 +125 282.75 28025 8604 75238 

Jul 23&50 +2.00 288.75 285.75 6.682 76897 

Sap 28625 +125 287 00 265.00 372 10.622 

Dac 267.75 +1.00 28650 28650 6.077 52.072 

Mar ZO-ffi +1.00 29350 292.00 81 2 890 

Total 46827 342*78 

■ BARLEY UFFE (100 tonnes; C per tonne) 

Mar 75 75 +625 - - - 829 

May 7800 +625 - 165 

Sap 7825 +025 6 

Ho 8025 +625 8025 8025 20 328 

Jan 8225 +0S 72 

Tout 20 1.-W0 

■ SOYABEANS CUT (SJOOtu mg cans/BOtt) btateft 

Mar 633.00 +325 694 00 687 50 26710 53 J587 

May 69750 +3 50 69600 69250 5.961 34.857 

Jri 702.50 +3 00 703 00 598 00 3.911 33249 

Aag 701.53 +250 70200 698 SO 130 5.412 

Sap W7M +130 687 JO £3550 4 693 

Her 683 75 +125 63420 680.50 3.817 14.782 

Total 36690 1435K 

■ SOYABEAN OIL CBT (60.000lbs: corts/tbl 


■ COCOA CSCE (10 resales: Sftoraws) 

■ LEAN HOGS CME (40,00Qbs; cerns/tos) 

Mar 

1515 

+11 

1517 

1465 7.330 9,780 

Fell 

52.700-1^25 51750 52.075 1Z73 

0726 

May 

1553 

+9 

1555 

1535 7J05 36,152 

Apr 

53^50-1.775 58250 53JOO 1149 

18328 

Jul 

1583 

♦8 

1585 

1569 1368 7.626 

Jim 

61575-1500 81825 61.900 - 603 

11.133 

Sep 

1610 

+10 

1812 

15B 1,513 6,483 

JM 

61.625-1.025 61375 61550 248 

1589 

Dac 

1843 

+10 

1543 

1630 129 11280 

Aug 

BttOSO -1.050 60800 60000 109 

1.521 

Mar 

1672 

+10 

- 

- 54 1547 

Oct 

56.750-0625 57JOO 5E550 .. 38 

1jB36 ■ 

Total 




18609 18435 

Tetri 

4480 

40879 

■ COCOA (ICCOJ (SOftts/tonnef 

■ PORK BELLIES CME (4O000toK ceraaribs) 

Ft* 9 
Daly „ 



Pries Pie*, day 

.1183 42 1211.41 

Fab 

Mar 

44300-3.000 46JOO 44300 765 
44350-1175 46300 41950 1,574 

900 

3^38 


■ COFFEE UFFE (5 tomes; Sflonne) 


Mar 

1722 

-18 

1734 

1700 3319 22392 

»•» 

1895 

-15 

1705 

1668 2743 15,005 

Jul 

1678 

-16 

1687 

1658 493 2380 

Sep 

1663 

-14 

1673 

1646 270 1.598 

Nov 

1650 

-12 

1663 

1650 13 105 

Jan 

7035 

-72 

_ 

74 

Tetri 




7333 41J8B* 

■ COFFEE *C CSCE (37.500U3S; ewita/tosj 


Mar 

26 63 

+017 

26 70 

26.45 11.163 * 7317 


May 

27 04 

+018 

2710 

26 82 

7376 36326 

■ 


Jul 

77 38 

+0.16 

27 41 

27 J1 

6.1 25 22.947 

Mar 

28S.9 

Aug 

2738 

+0.13 

2735 

2735 

134 4.428 

May 

2908 

Sep 

2717 

♦012 

2720 

2705 

66 2 125 

tog 

295.9 

Oct 

27(2 

+0.20 

27 05 

26.80 

202 1.767 

Oct 

294.0 

Total 





25344119^80 

Dec 

2973 

■ SOYABEAN MEAL CBT (100 tons 5/tonj 

Total 



661 
196 
7269 38204 


Mar 

197.4 

+02 

1384 

I960 11.310 

37.962 

■ SUGAR *11' CSCE (1 12.000 IDs: cunts/lbsl 

May 

7954 

+04 

196 3 

1949 

4.500 34.813 

- 





Jri 

196 5 

+04 

197 4 

196.D 

1.931 

22 956 

Mar 

1088 

+aio 

1091 

1084 9.050 62238 

Aug 

1973 

+06 

1982 

197.1 

i&a 

7596 

May 

1069 

+Q10 

1071 

1065 8073 63.110 

Sep 

193.4 

+06 

1990 

198.0 

124 

5.227 

Jri 

1055 

+0.10 

1056 

1051 1,707 32095 

Oct 

1310 

+0.7 

1380 

1975 

210 

1.660 

Oct 

10 58 

+0 09 

1058 

10 53 2.323 38022 

Total 





18A53 116L222 

Mar 

1067 

+0.08 

1067 

10 63 800 14273 

■ POTATOES UFFE GO tonnes: C Mr tonne) 

May 

10 66 

+0 03 

10.64 

10.64 IS 1030 








Total 




22083 21 MSI 

tar 

tor 

700 

740 

♦3D 

74 0 

710 

6 

996 

■ COTTON NYCE (SODOOIbs cwitsfl&s) 

Hay 

87.0 

+30 

_ 

_ 

_ 

130 

Mar 

67 53 

+007 

6757 

6720 8.921 26081 

Job 

97 C 

+10 

_ 

_ 

- 


May 

68.83 

+0.12 

69XS 

6801 3.990 19.170 

NOV 

57.0 

- 

- 

- 

_ 

3 

Jri 

7006 

+0.16 

7050 

69 65 1.605 17286 

Total 





6 

1,176 

Oct 

72.10 

+024 

7230 

7180 88 2054 


HI FREIGHT (BIFFBfl UFFE rSIOimde* port) 


Fet 

945 

+10 

945 

933 

M 

248 

Mar 

1050 

+25 

1040 

1035 

10 

448 

Apr 

1125 

+ 30 

ns 

1110 

16 

572 

Jri 

r0C5 

+20 

WT5 

TfffS 

4 

m 

Oct 

1165 

♦25 

1160 

H60 

5 

91 

Tetri 

Chris 

Pier 



49 

1036 

EFT 

935 

as 






PULP AND PAPER 

■ PULPEX OMLX (USS. ?4 aa dry Wisj 


Dee 7X32 +024 7360 7300 1206 17220 

Mar 74.38 +623 74.50 74 40 45 882 

Tool 15*18 SUM 

■ ORANGE JUICE NYCE n5JOOB3g cantsflbs) 

Rfar 95.55 -665 37.40 {H.I0 2JH7 1&33 

Hay 99 55 -0 80 100.40 9815 717 7.739 

Jd 102-55 -070 103 JO 10125 271 5,165 

Sap 105.45 -0 70 105 45 104.75 60 3.066 

Nov 107.45 -0.35 107.00 105 50 202 2.400 

Jan I082S -T.10 10825 107.85 36 1,041 

Total 3237 3*825 



UK Dart 


Open 


price change ifigb Low 

M 

art 

M*r 

533.00 +25.00 509.00 495.00 

93 

428 

Jzm 

532.00 +1500 5 32 SO 57900 

74 

*36 

Total 




futures Data 

■ur i*a sups**} &> CMS 




VOLUME DATA 

Open interest and Vbtucna data shown lor 
contracts traded on COMEX. NYMEX. CBT. 
NYCE. CME. CSCE and IFE Crude Oil m 
cne day in arrears. tfokane & Open interest 
totals are tor all traded months. 


Total 


17m 99*17 


Minor metals from Metal Bulletin 
European free marfceL 5 per b m werehouse. 
unless esherwise stated (last week's m brack- 
ed. Where CfiangctQ. Antimony: 9965%. 5 
per tonne. 1,890-1,750 11.710-1,7601. 8*»- 
mutter mm 99 39 V forme low 3 55-3.75 
i3 45-3 65/ Cadmium! mn W SSV cents a 
POtjnS, 30 00-35 DO. Cobalt MB free market. 
imi. 992%, 3450-2560: nwi 993%. 1930- 
15 eC (13 95-19 40). Msnuy: mm 99.99%. 5 
per 76 lb flask. 140-150 Molybdenum: 
Crammed morybdic woe. 3.70-3 80 0 65- 
380) Selenium: nun 955%. 2.00-3 00 tlmg- 
sun ere: standard rrm. 63%. S per tome unrt 
riOkal WO* ftF. 40-52. vanadium mn. 38%. 
GIF. £.60-6-30- Urmrium: Numco unrestricted 
exc hang e value. 9.65. 


INDICES 

■ Reuters tease: 1B/W31 e 100) 

Feb 10 Feb S month ago year ago 
1729.8 1734.5 1717.6 1054J 

■ CRB Futures (Base: 7967 = 100) 

Fab 9 Feb 6 mouth ago year ago 

232.87 234.68 

■ GSCf Spat (Base: 1970 » 100n 


Fab B 

171.36 


FebS month ago year ago 

171.65 168.46 194.74 


LME WAREHOUSE 

STOCKS ttsanea) 


Aluminum 

-2,125 

to 

672,775 

ATmnriurn teseff 

+120 

to 

40.400 

Co«Mr 

-i«5 

to 

370JOSO 

Load 

-150 

to 

1W,W 

N<kri 

+60 

to 

OGjn 

zme 

-2.150 

' to 

ipiryu} 

Tm 

-115 

to 

11270 


May 44350-1.775 48.700 44.750 851 3207 

Jd 44.950-0875 45.750 44550 268 1224 

tog 43.175 -0.850 44200 43650 26 308 

TOW 3294 MIS 

LONDON TRADED OPTIONS 

Strike pride S tome — CaSe — — Puls — 
■ ALUMMUM 


Mar 168 00 -525 172100 16SOO 4537 14520 

May 164.05 -4 60 16450 16250 2.479 8468 

Jd 156 95 -2LS0 157.50 155.00 762 3.675 

Sep 148.25 -2.75 14800 147.00 157 2.167 

Dac 14150 -220 14250 14000 140 2.147 

Mar 137.00 -125 137.00 13800 35 486 

Total 8510 31*12 

■ COFFEE flCOl (US cemafoounap 

ftfc 9 Pm. day 

Corap. datf 130.75 13305 

15 dry average 133 40 13328 


(99.7%) LME 

Mw 

Jun 

Mar 

Jun 

1400 

97 

123 

3 

19 

1500 

25 

61 

30 

55 

1600 

3 

25 

107 

117 

■ COPPER 





(Grade A) LME 

Mar 

Jut 

Mar 

Jun 

1600 

104 

146 

6 

28 

1700 

re 

BS 

38 

85 

1800 . 

7 

44 

108 

122 

■ COFFEE UFFE 

Mar 

May 

Mar 

May 

1650 

78 

104 

8 

30 

1700 

42 

78 

20 

83 

1750 

19 

57 

47 

112 

■ COCOA UFFE 

Mar 

May 

Mar 

May 

975 

re 

86 

4 

17 

1000 

13 

50- 

14 ■ 

26 

1DT5 

8 

37 

32 

38 

■ BRENT CRUDE 





(PE 

Mu 

Apr 

Mar 

Apr 

1500 

.32 

_ 

5 

_ 

1550 — - 

9 

63 

18 

- 

1600. 

1 

45 

77 
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LONDON SPOT MARKETS 

■ CRUDE OK- FOB (par barrel) +or- 


Dubai 

S 1258-2. 78x 

-0.155 

Bran Blend (dated) 

514^2-4.63 

■0.125 

Brent Bland (Mar) 

Si 5.12-5. 13 

-0.195 

W.TJL 

S1&46-6A8X 

-024 

■ Ofl. PRODUCTS IIWEpnmpt (Maery CF (tonne) 

Premium Gasoline 

*171-172 


Gas Ofl 

$140-142 . 

-1 

Heavy Fuel 08 

SS9-81 


Naphtha 

*152-153 


J* tori . 

5153-155 ‘ 

* -as 

Diesel 

*148-148 

■05 

H NATURAL GAS (PenoaHherm) 


Bacton (Mar) 

a«Fe.85‘ 

+007 

PMraAnm Ague, lift London pin) 359 8792 

■ OTHER 



Gold (per troy ca)$ 

$300.15 

-1.40 

Stfver (per troy 

7131S0C 

-5.SD- 

Platinum (per troy «st) 

5388.60 

-050 

Palladium (per troy ozj 

S2MJM 

-Era 

Copper 

BOOc 

-2.0 

Load (US prod) 

45J00C ■■ 


Tin (Kuala Lumpur) 

«L37r 

-0.25 

Tin (New YorW 

248 j5 

-1X1 

Cflttf* plus weight) 

«L60p 

4)55* 

Sheep OhravwdQto) 

61. 50p - 

+037* 

Pigs (he wwgKrt 

74J38p 

+1^5* 

Lon. day auger 1 [raw) 

S2sasa . 

-4020. 

Lon. day sugar (wu) 

yxwfln 

+040 

Baitoy (Eng. toed) 

. unq 


Mast (US Nfl5 YeBow) 

El 0800 


Wheat (US Ore* North) 

Unq * 


Rubber (Mar)? 

51J)0p 


Rubb«(Ap«)V . 

5Z00p 


Rubber (KLRSSNol) 

325JMm 

-450 

Coconut OH (PW)§ ... : 

66CL0y 

-&0 . 

Palm Oi (Matey Jl - 

' 62SJ0 

+75 

CeprapwgS ■ ; 

S370J)y 

4100 

Soyabean* (US) • 

1880 

+1JO 

Cotton CuflogkW Mm 

• 69. 45c ‘ 

4020 

Woaftops (8*s Super) 

378p 



fUMn 




oartoftfr 1 fttaMr. x Mm. 
OF RMadan. f Mm market 



CROSSWORD 


No.9,604 Set by DOQBERRY 



„ ACROSS 

I Stray hair clogging bath (8) 

5 Sticky stuff yielded by clo- 
ver (6) - . 

ID Subsequently imitating (S) 

II Dots and dashes '"bring 
experimental score into 
fashion (5, 4) 

12 Not being straight, about 
debts, oddly (9). = 

13 Votes against receiving 
Norway’s service (5) 

U Voices of America? (6) - 

15 Fresh setback for religion. - 
take Omreh-’s part G) . 

18 Remains in repose, which 
is most ffl-coiisidet-ed (7) 

20 Musician's tracks put harit 
In catalogue (?) - 

22 Instrument bringing back 
partial recoDectiad (5) 

24 Union's redeemer receives 
a thanksgiving (9) 

25 Wrangle as petruchlo was 

said to . r : 

26 Consented to be decapi- 
tated for sin {6) 

27 Transfate. Stigper' (8) 

28 Disturb underground weed 
choking sunflower root C8) ■ 

f_ ' -DOWN •" . 

1 Canter about in a dreamy 
state (6) ' ’ 

2 Record with, sax appeal is 

causing stomach, trouble 
(9) .. - ... . 

3 ‘Eros’: fourchapter novel of 

. the usual standard (8&3£) 


4 Pasties for prophet joining 
crack troops , CD - 
6, Let Reg and Alain. promis- 
cuously embrace bird in 
such a relationship CL8) 

7 Jester to admit 150 on top 
{5> 

.8 Concluded poetically, eat- 
. fog smallest olive {8; 

9 Sunbeam . piercing each 
invocation 16) 

16 Shut Up. about steps being a 
. terrible, nuisance (9j 

17 Type of socialist not given 
• to rising? 181 

19 SauCyabbutandldsaw(6) 
20 -Stand to the left (aff-cantre) 
17) 

21 Dull chap makes Ted go 
. .south (6) 

23 Language, of an Italian 
ancestor's upbringing (5) 

Solution 9,603.. _ 
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LONDON STOCK EXCHANGE 


Leaders move ahead but fail to hit new peaks 



MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Leading UK stocks continued to 
struggle to break into new terri- 
tory yesterday, with many fund 
managers reluctant to chase the 
FTSE 100 constituents any higher 
after the recent buying spree. 

Late in the session. Footsie did 
stage a strong advance, fuelled 
by a powerful surge by Wall 
Street, where the Dow Jones 
Industrial Average posted an 
early rally, and by a burst of 
fresh takeover speculation 
involving UK conglomerate Cook- 
son. But even that flurry of buy- 


ing quickly dwindled away. 

The relatively sluggish show- 
ing by the leaders was surprising 
after some good news on infla- 
tion. Underlying inflation fell to 
2.5 per cent last month, meeting 
the government’s target and com- 
ing in well below the consensus 
forecast of 2.7 per cent: the head- 
line figure came in at 3.3 per 
cent, also below expectations. 

The other main piece of eco- 
nomic news was an upbeat sur- 
vey of the high street from the 
British Retail Consortium. This 
showed sales up 6.1 per cent over 
the past year. 

Sentiment was slightly dented 
by some rather disappointing cor- 
porate results from Footsie con- 


stituents. Of the four leaders 
reporting yesterday, the worst 
reception was given to BOG, 
which delivered lower than fore- 
cast earnings in the face of ster- 
ling's strength and Asian turbu- 
lence. BOC shares fell sharply, 
with institutions said to be 
switching into ICl. 

BP's report, which mentioned 
margin pressures, also caused 
some discomfort, although the 
dividend provided a useful cush- 
ion for the share price. 

The second liners and small 
caps extended their recent run of 
good gai ns w ith both the FTSE 
250 amd FTSE SmallCap march- 
ing ahead to new intra-day and 
closing records. 


“They've been left standing by 
the front-line stocks and are 
playing catch-up; they offer good 
value compared, with the lead- 
ers" said one salesman. 

The FTSE 250 index climbed to 
an intra-day peak of 4,987.4, 
before easing back to finish B.7 
firmer at a closing record of 
4387.0. 

The FTSE Small Cap rose 3-2 to 
a new closing high of 2,4193, hav- 
ing hit an intra-day peak of 
2,420.2 in mid-morning. 

The FTSE 100, meanwhile, 
swung in a . 43.5 point arc. It 
slipped just over 14 points, drop- 
ping well below 5.600, only min- 
utes after trading commenced, 
but then embarked on a mid- 


morning upswing to a session 
high of 5,6273. 

That rally ran out of steam, 
however, and the index subsided 
once again before its late surge 
took it up 12,4 5,613.3 by the 
dose. Traders said it was encour- 
aging that the index ended above 
5,600. 

In their latest analysis of. the - 
FTSE 100, Merrill Lynch's techni- 
cal analysts said that in the near 
term the index looked over- 
bought, but they expected more 
new highs; In the medium term, 
Merrill said a “cyclical down- 
swing Is due". 

Turnover was 8213m shares at 
the 6pm count, well up to recent 
levels. 



<;>£ 


ImSc** and ratk» 

FTSE 100 5613.3 +12.4 

FTSE 250 4987.0 46.7 

FTSE 350 1 J6753 +5-7 

FTSE /Mi-Share 2606,18 +5A1 

FTSE ASShare yield 238 238 

Bnt perfonnlnfl Melon 

1 Diversified bids — ; 

2 Pharmaceuticals — ■ + r? 

3 Household Goods & Text ^ — ,+1.8 

4 Consumer Goods — +1-2 

c Life Assurance — + 1 - 0 



FT 30 M37.8 

FTSE Won-Fins p/e 21.34 

FTSE 100 Fur Mar 5863J) 

10 yr GW yield 6-09 

Lonffgitt/equtfy 2 0' 

Wont porfwmliW s * ctor9 

1 Extractive intis ....... — . — — 

2 Olt Integrated 

3 Resources 

4 Support Services 

' 5 Alcoholic Beverages — 


-7J& 

21.28 

(62.0 

6.17 

2.08 


..-1.7 

.-1.4 

.-1.3 

.-13 

.- 1.1 


Bid talk 

surrounds 

Cookson 


By Joel IGbaao and Peter 
John 

Rumours of a possible bid 
for Cookson Group, the spe- 
cialist industrial materials 
manufacturer, which sur- 
faced late on Monday, gath- 
ered momentum yesterday 
sending the shares sharply 
ahead. 

They gained 28 or nearly 
15 per cent to 217p after 
unusually high trade of 4.4m 
with US group Allied Signal 
mentioned as a likely suitor 
with an opening bid well in 
excess of 200p a share. 

However, analysts were 
sceptical of the takeover 
story. Several researchers 
said the recent falls in the 
share price may explain the 
advance seen over the last 
two sessions. The shares fell 
to a five-year low of 167‘ip 
last month and specialists 
suggested bargain-hunting 
ahead of full-year figures on 
March 5 may be the reason 
for the latest interest 

“There- is an outside 
chance of coiporate activity, 
but I think at -this stage 
investors are simply going 
for a bargain stock.” said 
one analyst. 

Brokers expect 1997 profits 
to rise to around £179m from 
£45m the previous year and 
to reach about £195m in the 
current year. 

Just when UK investors 
were starting to emerge 


blinking in the Asian sun- 
light. BOC produced a 
reminder that the climate in 
the Pacific Rim might still 
be uncomfortable. 

The industrial gases 
group, which generates more 
than 70 per cent of its reve- 
nue overseas and much of 
that in Asia, announced 
first-quarter figures well 
below the range of forecasts. 

Jeremy Chantry of Credit 
Lyonnais Laing said: “I 
think Asia is going to get 
worse before it gets better." 

ICI higher 

The shares tumbled 
sharply, closing down a aet 
66 at 905p. And a healthy 
performance horn ICI, which 
was up 32 at best and closed 
20 higher at £10.13 on active 
volume gave a strong signal 
that investors were busily 
moving holdings around the 
sector in a flight to quality. 

As the stock fell, the num- 
bers came down, too. SBC 
Warburg Dillon Read cut its 
current-year forecast to 
£420m from £430m. while 
Dresdner Klein wort Benson 
reduced to £440m from 
£470m. Mr Chantry at Laing 
moved down by 8 per cent to 
£4 15m and Sutherlands 
punched all the way down to 
£395m with a £90m down- 
grade. 

Asian worries also com- 
pounded perceptions of 
harsher trading conditions 
at Courtaulds. A press 
report that the company has 
shelved plans to open a Ten- 
cel plant in the Far East per- 
suaded Sutherlands to slash 
its profit forecast for the 
year to March 1999 by £55m 
to EMtn. 


With profits at the low end 
of the range to pull out of 
the hat BP could only disap- 
point. Shares in the oil 
major slid back 21 to 793p on 
heavy volume of 22m. 

Replacement cost net 
income was £636m before 
exceptional, which was 
close to the low-end forecast 
of £620m and flattered by a 
low tax charge. Also, there 
had been hopes of some new 
announcements at the ana- 
lysts meeting and nothing 
significant came through. 

Finally, BP predicted the 
price of oil - which accounts 
for more than 60 per cent of 
the company's Income - 
would remain at the low end 
of the $15 to J20 a barrel 
trading range fbis year. 

Some analysts were begin- 
ning to ponder downgrades. 
John Toalster of SG Securi- 
ties said: “BP has disap- 
pointed for the first time 
since it cut the dividend in 


1992. In a sense they are the 
victim of their past spectacu- 
lar success.” Shell Trans- 
port, which reports tomor- 
row. was steady at 424p. 

Glaxo Wellcome and 
S mith Klin e Bee cham were 
well bid on the possibility of 
a hefty special dividend with 
the companies' figures next 
week. 

The stories were nebulous 
and varied, but dealers said 
a payout from Glaxo when it 
reports next Thursday was 
more likely. 

And while numbers were 
not being discussed, a figure 
above 300p a share was 
hinted at by one dealer. 
Glaxo jumped 38 to £19.32 

and RmithlCHnp 18 to 821p. 
Zeneca was dragged up 69 to 
£25-25 by the consolidation 
mood in the sector. 

A British Retail Consor- 
tium survey and recommen- 
dations from several brokers 
lifted retail issues. 


FUTURES AND OPTIONS 

Frag 1QQ MDEX FUTURES flJFFE) £25 perfal mdw po*n*_ 


lAPfi 


Open Sob price Change High 
Mar 5602.0 ' 5638.0 +£&0 5668-0 

jun - - 5702.0 *27.0 

■ Free aso INDEX FUTURES fUFFE) ElO per fufi index point 


Low 

5595-Q 


Esl voi Open bit, 
7642 61976 

0 245 a 


Mir 


5020.0 


■*■8.0 


6215 


5000 


FT 30 INDEX 

Feb 10 Feta 9 Fob 6 Feb 5 Feb 4 Yr ago •High tow 

FT 30 3437.B 3445.3 34525 3427.6 34134 2839.5 34303 2668.8 

Ont dnr. yield 3.14 3.14 3.13 3.15 3.16 4.07 4J22 3.13 

P/E ratio net 22.57 22.60 22.68 22.50 2241 17.51 2206 15.80 

P/E ratio nfl 2247 22.40 22.48 2230 2221 1734 22 M 15.71 

FT JO antOCtot mgn 34525 06/nznfc kw 484 2608Ma Ban Ora i/TOS. 

FT 30 hourly changes 

Open 9 10 11 12 13 14 16 


16 High Lew 


3445.7 3438.0 34452 3430.9 34402 3437.fi 3436.7 34362 3436.4 3449.4 34272 
Feb 10 Feb 9 Fob 6 Feb 5 Feb 4 Yr ago 


SEAO bargains 
Equity turnover (Emit 
Equity ba r gain s t 
Shares traded (rrrfjt 


61244 S3.075 65.140 77,609 89,75 5 40221 

- NA NA 24182 2324.9 753.8 

NA NA 57.783 S9.373 15.187 

NA NA 660.4 582.8 3059 


Dixons was the best per- One sector specialist said: 
forming stock among Footsie “I can't see the logic of such 
constituents, the shares a merger. The new group 
improving 30 to 539^ p. would still be faced with big 

Dixons have underper- problems far from easy to 

formed the market since the solve easily.” 
company’s disappointing Last November, Kwlk Save 
Christmas trading state- announced a further decline 

meat, but several brokers, in sales and profits in spite 

including Charterhouse 111- of a costly revitalisation pro- a *** hiffb rse& }£iop«m ndsxswint 

ney and SG Securities, yes- gramme. Profits, before ; — “ ITZ ^ 

terday advised investors to exceptional' items fen from ^°° P cp cp cp c p c p c p 

buy the stock. £90 An to £73. 7m on sales, M S w 2912127124312 S3 58^ b* n 43 iwbay 137 1* iw* 

excluding value added' tax, ita-" mfe so izi TTBijUO^ mj rafoinhiMh w 212 77 zb 

Storehouse switch ‘‘XSSwtafiffS. B 

SG was said to have subject of bid speculation in csw-ara pw« 4» 

advised clients to switch out recent months and it sur- M bjrq style Free ioo index option mpfe) eio perm md» point 

of Storehouse, uncha n ged at prised the market , with sm ggas ssn ^ 5725 9775 H25 

229p, and into other stocks stronger- than -expected M m 251214412 36 mb Sfe 7* 68*2 » 94*2 »*a 12s 20 161 11 20Z 

in the sector, including interim profits in January, m 2 SPe as gjfcirabwfe «» JS mS* as 1 S? la 

DebenHams, whose shares However, its marginal £ * m g ns |9 W: 265 nj ® 

hardened T1V4 to 412%?. increase in sales growth con- - ^ • ^ 283 468 3iB 403 358 340 39^j 

Insurers were under some tinued to lag the industry. . c*» 52» n*'7jKB • uMwtfna t*n mm. pnhta»ehoi» *u based « womrai **»■ 

pressure despite a positive 
note from Goldman Sachs. 

The US broker stressed its 
enthusiasm for the compos- 
ites, reiterating its “Euro- 
pean priority” rating for 
Royal & Sun Alliance and its 
“market outperformed 
stance for Commercial 
Union. However, Goldman 
turned more cautious on 
Guardian Royal Exchange 
because of the strong outper- 
formance of the shares. 

Royal, where brokers were 
busily chipping away at 
their forecasts because of the 
extent of claims related to 
the December storms in the 
UK, shed 8 to 677p. SBC War- 


t Loin itaM mvfcy iaoattw. 

LONDON RECENT ISSUES: MUHV* 
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RKSHTS OFFERS 

Issue Amount Latest 


ttrcludiog mwnm BnO ouwnas tumwr but bdutftig Crmx turnover. 

e FTSE ImsmaKral Lcnud 1998. Al rtghra lesaned. Tor 1997/9& 


■ London market data 




Up 


Rises and W 
Tom Rises 924 

Total Falls 548 

Same 1,565 


52 Week Msb> and knvsf UFFE Equity options 


Total H10s 
Total Lews 


199 

37 


520 N1 

190 ta 

IBS "P« 
era praratm 


Total contracts 
Calls 
Puts 


22,837 

10.033 

12,604 


Feb 10 ‘Data based on Equtty shores ftstscJ on the London Share Service. 


Till-. AnnouiK*inirni app»jn, 1 nutter ot ireonf orfy 



^I^Intexo 

BnBHM umw UBBSna 


Ocean Group pic 

in a further development of its capability 
as a world leader in global integrated logistics, 
has acquired a controlling interest in 

Van Ommeren Intexo 
(Holding) B.V. 

a leading supplier of value-added logistics services to 
the electronics and pharmaceuticals sectors in Europe, 
for an expected aggregate consideration of 

£62 million 

Rabobank International 
initiated this transaction and acted as 
exclusive financial advisor to 
Ocean Group pic. 


December i 997 

Rabobank 

International 

London branch 



For further information please contact Nicolas Thum on 44-1 71-280-3073 


FRF 1,000,000,000 
CARIPLO 

Floating Rate Depositary 
Receipts of 1997/2002 

Interest Rats 3 53273 

interest Fencd 

reonar/ 09. 199S 
May 11, 1993 

Interest Amount oue on 

May 11. 1998 per 

FRF 100.003 FRF 330.W 

G Banque G£n£rale 
du Luxembourg 
Agent Bank 


LesEchos 


FINANCIAL IIXES 


The FT can help you reach additional Business 
readers in Franco. Our Jink with the French 
Business newspaper. Les Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FT's Europaan readership 
and to target the French business world. 

For information on rates and further details 
please telephone: 

ToCy Fmden-C rafts on +44 1 71 873 4027 


Bradford 

&BINGLEY 

S150.000.000 
Floating rate notes 1999 
Notice is hereby goen that 
the notes wUl bear interest 
at TM5234% per annum from 
9 February 1998 to 11 May 
1998. Interest payable on 11 
May 1998 mill amount to 
9190.78 per 9)0,000 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


TO SAVE THE 
RAINFOREST WE 
PROVIDE TREES 
TO CHOP DOWN. 

By bdpinf; pwpte 

m die ram&rest to plant tree, WWF 
m woriung w «tce some of 
dx prcHcnn shir ousc 6 eixna 6 oa. 

Where tree* ire chopped 
down tor firewood, we hdp phmfasr 
grewing npfings u j renewable 
source of fixi Tim is pimcuLdy 
valuable u (he impenetrable Forest. 

Uganda, where mdigenons 
hanhnuiii take up Co two hundred 
yean to mature 

The MaiUuem tout trees WWP give 
to ihe local villages are 
ready for h ir r cs ang in only Snr yean. 
Where trees are chopped 
down for use in tonsttuenon. as in 
Pdcwan. we apply 

fast graving local pme spec i es. 

The idea behind 

aO our wore is that ram forests used 
imrly cm be mod fbener. 

Write to the Membership Officer 
at the 


rent-year forecast to £860m 
from £890hl CD fell 7 to 
£10.16, but Guardian 
improved 6 to 398p. 

Speculation about a possi- 
ble merger between food 
retailing groups Ewfk Save 
and Sonaerfield was dis- 
missed as no more than “a 
low-grade rumour” by one 
analyst yesterday. 

Talk of such a merger did 
the rounds yesterday, but 
did little for the share price 
of either group. The former ««Mria(7> - 
eased to 299p, on turnover of ftrti Marta pz) 
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The UK Series 
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FN> 10 

chgA 

Fab 9 

tab e 
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yWdW yMd% 

«wrw 

- Mt> 

..Std 

Ration 


FTSE 100 

56113 

+0X 

56009 

58207 

4304X 

2X8 

239 

207 

yum 

190 

242121 


FTSE 250 

4987.0 

+02 

497BX 

48704 

4586.6 

134 

276 

1X6 

2006 

7X3 

211433 


FTSE 250 ax fT 

501 2j8 

*ox 

5004X 

**>9-3 

482BX 

145 

2X6 

1X1 

18J6 

.736 

213110 


FTSE 350 
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TRADING VOLUME 


■ Major Stocks yesterday. 
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FINANCIAL TIMES .. WEDNESDAY FEBRUARY 11 1998 ★ 


Highs & Lows shown on a 52 week basis .- 
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J2512W 216 


2/197 209 


2/197 103 


7/197 103 

6/1/97 


6/197 1.12 


12195 413 


2/197 1J8 


819049 12DB2XO 51897 


mu FT/SSP Wand® w 288X6 2S9X2 2SU2 G/298 

US Capua! US 9900* 9949 997.6 90400 10298 


PMpptan Marla Ctcop 2078X7 205066 2036.78 M47X0 3997 

Hoe* a* at aed poo sttrtfb bcooal aom. Gates Boa teas tr/ nernlf too c ok 


1518X0 VI9B 1X8 


CTOSS-XtnOBi FI5E £300 
FTSE El 00 
HS8C X Dqpl 
HG Brags Eng 


108201 62(96 
260031 6(296 
434X3 6(097 
198X1 9(797 


BOOT 51 iB/1297 na 

21081 14/497 na 

7B4» 19497 Ba 

83(08 281097 
155256 2/1/37 Da 

18025 12/196 aa 

12019 12/198 na 
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NASDAQ NATIONAL MARKET 


dpBdtteFebnoiylO 


NASDAQ NATIONAL MARKET 


n Hi 
DM. E Hk 
US 1736 
7528 
15 3J88 
1334355 
25 3798* 
037 36 20 

030 1813772 
1411 
39 I £62 
D 44 19 1271 
OB 19 IBM 
0X0 22 2077. 
170 17 IIS 
050 15 S4| 
oxa 20 1408 
050 u A 
957 

11 M 
33 1027 
22*005$ 

12 » 
121 708 

37 100B 
17 BIX 
on 18 52/7 
2303 

291 10 24 

2226738 


Ite tei Ufa 

50*i tela *»h Jj 

*A 41 *Ja *Y 
20 ISA 20 *£ 
Z7% Zfi* *% 
22 ZU aft -A 
*i1» *i1» 41 1* Xg 
4« 40% 40A ^ 

7% T 7A -A 
« 380 39% -2 

X% 30 30% ♦% 
29% 29% 29% *. 

31% 2tf% 30 ♦% 
91% 90% te% +% 
a« a a» 

30% 30% 30i ■% 
30% 36% 30% 

7/. rt ft J i 

M 4 4 *% 

1% 1% ia - 

3BS-X5H to 7 , *S 

a n% a% -<% 

13% 22% 23% *% 
104 0% HA 

»» 9% 8% *% 
43,'i 42% 42% -ia 

4 a 3% < 

95% oa 95%. 

28A 26% Z7a *a 


H Be 
te E Mb 

03* 0 253 
ml* 260 
012 24 62) 


HB%. MB 
35% 34% 

26% a 
8% a 
11% «% 

*0% 39% 
20% 20 


187% •»% 
*% ■» 
28% *.1 
«A if, 
»% *% 
*ft *1% 
20% *% 
290 5% 5 8% 

1X0 » 16« 60% 58 60i, +% 

371* 4% 4% 4A 

Z73 a % B -a 

70 7919 »% 19% 20% «A 

IX* 24 83B 133 130% 132 *% 

018 41 3344 «% 41% 43% *1% 

027 18 1M 25ft W% 25% *% 

41 133 18% *5% 16% 

sen iov ioa 10% +a 

51B7002 65% 63% M% *% 

is %5 ia V. *A 

1X0 33 *2 M 58 60 

2)4168 29% 22% 23A *% 

» 4201 25% 25% 2SA J * 

IB 353 47)i 48% 47H *% 

020 3(2 lA 17(2 18% *% 

018 20 5221 28ft 27% 28% +% 

0X9 3750 lflS% 32% 33% *1 

0X6 20820 «33& 32.V 33,% *>% 

121 21B 2S% 27% 34% *% 


(■prate 

213303 

90% 

6Z% S5A +2% 

CoariMi 

007 20 

237 

89 88% 04 

ft 

MactCp 

368 

ft 

4% 

4% 

-A 

tetaOC 

6H 

41 

to 36)2 38 

ft 

mpe 

are 22 ns 

354 art 36% 

ft 

Ote*re» 


a oft i« wA 


Mkai 

032 37 IBM 

33% 

‘ 32 

X 

•a 

Coosa* 


316 

8% 6% SH 

ft 

Mtgfa 

010 9 251 

B% 

fl 

a 


teafasa 


19 

2A 2U 3A 


MritwCp 

23 JB14 

re zn 

a 

+% 

doom 

are i6 2S*s 

36% 3* 38% +2% 

tetraEas 

(UP 30 38*3 

12%. 

-ii% 

12% 

•% 

tepyte 


4684 

2H 2% 2H 

+% 

item 

27HSM 

364 

34% 

36 

+i% 

Omen 

03* U 

217 

40 33% 39% 

+% 


360*1 
OOS 17 39*3 
0X4 3634672 
11 6 
024 11 283) 
1X4 17 B63 
13 7991 
0*4 1* 297 


ISA IOA 13m *% 

ad 18 % ib% *»a 

23% 2ffl 22B *% 
W% 10% 10% 

8% * fit 

SA 35 35% +% 

11% 10% «% *i 

17% 17% 17% -% 


*» 2Jfl a% 

885 2a 8 
5948 33% 32% 

29 330 ZB 24% 

zoo d A Hi 

366 6014 17% 77% 
2HB 3% 31 
43* 769 44% 42%' 

7* A A 
15 2025 2S& 27% 


006 53 5% 

0*0 12 30 23 

(833 ZPt 

17 Sl7 25 
1X8 16 13! 63 

652 Iff 2» 27% 
02) B2 28 
048 25 673 33% 
70 237* 7% 
042 10 n BA 
47 3739 39% 
OLE 05 *% 

m 23 491 i*A 

33 ON 516 
04* 14 1*45 44% 
012 17 40 1*% 

37 678 UI2A 
351*427 43H 
071 2t Mt 26% 
1X241 229 42i 
9913764 o7*5» 
US 21 70 3013 

a 137 32% 

7SW 6% 
O.flD 2D 228 31% 
32 S? 38% 
069 'IS 282 31% 

« lies sb 

183 1% 
28 745 <39% 


5 3% 1% 

22% 22% 

29% 22% +% 
24% 

82 62% *% 
27% 77% 1% 
a% 27% -% 
32% S3A *A 
28% 27% *% 

fit B% -A 

30% 38% *B 
4% A -% 
14% M% -i 
18% 17% *1. 
43% *3% *% 
»% «% -% 
11 % 11 % *% 
«% *3% 
si » *1 
sn 41 *1% 
Tt% 74% *24 
20% 2flB *i 
3li 31% *% 
9% 8% *% 
S 31% ■% 
38% 36% *% 
30 31% •% 
9% 8% *% 

T 1% *A 

38 38(1 *% 


1 028 152 22% 22% 22% *% 

CunCp <7 2211 11% 11% l’% *% 

Came » sss 17% i^I it% -% 

tote » 4 3% 4-4 

Cups u j*5i sA s% SA *. 


Z13851 «A 44* 
8 *967 78% 14% 
002 2* 2160 30% 85% 

7 8617 19% 19 

173 4% *% 

30 3B 16% 17% 
844 8(1 8%. 
IPOD 1% ltt 

an e w% we 
no 8% s% 

18 408 2*% » 

020 27 129 8% 8% 

47960816110% 107% ' 
ATI 21 TO 29% 29% 
2 4% *% 

2 18% 03% 
2312 22% 21% 
26 3006 3% 19 

zo i» i» 
23 TO. 06% *%. 
>7* ((% »% 
018 42 960 40% 26% 
072 12 20 13% 13% 

2D 16701/10% B% 
0122)9 SB «% 21% 
50 352B 64 4% 

17340 ffl% 16% 

13 67 4% 4 

58 *137 X 25 
mO IS 3SS 28% 26 

2192 7(1 7% 
10 2171 *1% 36% 
1X7 12 » 72 71 

3T1667B 58% 36 


EOfat# IS SB 2ft 

Eltritt . OS *325987 «A «%*»%+% 
Uteri 44 2 ill 2 

bmto 22 9 2B% 27% 3% 

Etefa •' 460 7A 7% 7% 

h ate OB 11% <0% 10% -% 

EcetBI OTP 31 5312 3fa 37% 3% *ft 

EsagAW 14.400 1UH «% 10% -% 

fa Bp 15 29 ft 8% 9% •% 

nwfa 12 « 18% 15 16% 

Hta nJJT a TS9 47% *6% *ft| tft 

HM 0» » 1*81 78% Jft 76 -%. 


106 -2 

*% 

w% *4 

8% 

nft *3V 

9% 

4% -% 

13% 

B% 4, 

»A -A 

ift. 

saA *14 
»% -% 
268 ft 
16% ft 

29% *1% 

21% ft 
5% ft 
1B{1 ft 


to 9k 

Ote E Hte Hfa 

4 «* ISA 

1667 3t% 
080 19 30 «% 
501 1164 50% 
071 20 Z*0 37% 
1X 20 3IB 61 
OX* 21 316 39% 
30 at «*% 
47 238 « 

to 73 9% 
on a 4168 8M 

an 27 2802 »% 

«B376B T7A 
11 » « 
1X4 14 1206 38% 
074 « 1060 57 

066 19 172 31% 

IX 6% 
007 » 1X5 B*S% 
1002 1 
11 IS* 20 
04* IT 1220 31% 
O 222 19,1 
S77 5A 
to 72* 32% 
*52 3% 

mr SH 
12099 . 2A 
IS 675 21% 
* *A 
1728 IlH 
363 7 

0« 9 372 6% 

3*9 ^ 

30 156* Z7A 

15 X 9% 
0*9 13 IPO J*% 
0X8 541T15B S*% 
M 5 14% 
45 2904 2*4 
3 613 1SU 
060 4 157 22% 
21 1HF M 
0X6 23 4*8 65% 
0» 65 3161 28% 
060 3 3266 35% 
9'»* 7% 
to 2*47 26% 


«% 12A ft 

32% 33% -fl 
*7 47% ft 
48V BOA ft 
xa 37 ft 
62V 82% ft 
59% 2B% ft 
a 5* ft 
ft 9& ft 
0’, 9% 

*U «H ft 

9% 5% ft 
18% T7A *B 

4% 4B ft 

36% 36% *1% 
SS% S6% *9% 
31 31% ft 

«% 8% ft 
*3% *6& *1A 
V % ft 
19% 1ft -a 
x% 31V *1% 

ift n% ft 
ft ft ft 

31% «%' ft 

3 ft ft 
2ft m *ft 
1 % 1 » ft 
m a ft 

v, ft 

11 % 11 « ft 
ft A ft 
ft 5% -% 
«tt *H ft 

» 27/. *ft 


408 
606(0 
0X8 13 W1 
. 116 58530 

I* SI 

012 anucr 
saa 

am S4ie 
OJD W 7CB9 
1082 
487 
. <332 
27 » 
0X64*1 1519 
au 37 i« 


21% 20% XI *% 
11)- 
10% m% 10% -% 
u 1ft «% 

7B 7 7% ft 

■a h% iffl ft 

14% 1« 14 *i& 

15A 14% 14% •% 
BU 9ft 66% ft 
9 ft 5» ft 
22% 21% 21% -a 
27% 3ft 39% ft 
9B 8% 9H +% 
3H 3% S% ■% 
2P% nfl 2ft ♦% 

10A H '0 

2% aa *% 

zn,V 223A 223A *33 


15 42 15% 15% 13% -% 

19 359 ft B% ft ■% 

42 *0 17 164 16% ■% 

119 1^ 18% 15% ft 

BIO 38 5205 39% 3B» 3B% ft 

030 10 » U 17% 17% ft 

ojo 12 a ift 12% «a ft 


KSM MB « 10 17 17 17 -% 

IlnD 0 *C 4 30*7 17 % 18 % 17 ft 

KfaSll 089 18 611 S 3 * 34 % *% 

mm an a uao io4 n is ft 

aa-Ts ziau 42 40% *1A *B 

Ida a izA 10% »A •% 

U rarf 1 MM 1 *% 1 ft 1 ft ft 

Meh0 19017 27% 3% S7% *2B 


012 39 119 19 % 


to a§ 

Stack 9te E 199a 

UBASD SS UP 

LhRkS 16805 

LriCttv 053 11 6BB 
UBtefx 036 to 612 
lawn am 

usarhd 21 101 
LxaaoQB 13 an 
usras 2Z«aK 

LtaWeePr 056 IS 388 
Item to 10 * 
Halter 020 27 « 
Ufa a G 
Unbar* 024 J* 3323 
UtC* 09 14 X 
UteaS* 11 6QS 
LlXCp 9 1*53 

UW 060 a 379 


0X5 *7*5058 *Tft 47A 
B 390 244 2t% 
0X0 7 (590 12% (7A 
$ 1038 *4 4% 
17 273 13% 13 

It 9016 19% ItA 
0*4 15 5 154 15% 

0X0 O 6*0 58% 57% 
1124 5% ft 

SS 9*81 38% 31% 
0X2 U 259 22% 21% 
084 a 12X 2BiJ 29% 
aw snare 25% 2*% 
**»•%« 
080 11 2117 10% 34% 
0X3 8 1117 9% 3 

I 1120 iH 3U 
1808 1% 7% 

020 W 6229 16% 15% 
9 5*41 13% 72% 
862 1 0% 10% 
525SMIIin% 156% 
90 3962 10A all 
050 8 13% 13% 

OS a 3262 uSSA B% 
3*00 37% to 
12 * 11 » 42 90% 

010 S 72 124 12% 
*856 3ft 214 
BS » 16 10% 10% 
07t 1* 12G 34% 33% 
0X6 S 2X9 29% 20% 
ext a 203 art* 29% 
201 8% 6% 
03* 14 1T36 17 164 

188 16% 18 


mA ft 

199% .ft 
9» ft 
13% ft 

m% -:% 

37 ft 
80% ft 
12% -A 


072 855 19B 

DJI X M3 36% 
013 to 7KS 2SB 

11 a 19 

040 a 192 5ft 
4202213 21A 
38100 J7A 
34 16 

am a an 11% 

soon 25% 
0X9 17 2SS 81 
051 » 091 534 
20 261 37% 
06* X 9031 672% 
I 9179 57 

4S3 ft 
18(7385 41% 
13 960 10% 
013 to 1 % 
479 32 

IS 765 18% 
15 29 412 
is m ib% 

0X0 9 67 37% 

1X8 12 728 46% 
.072 fl IJM «% 

09 a b 47 
Uf It » 74% 
731 2 

astww 27j| 

*9 HOI as 1 ; 
17 9043 40% 
17 9*6 33% 
44 11 12% 

5* 721 ft 


1B% 19% - 

37% 38% ft 
29% 2« ’ft 
11 19 
a S9% ft 
20% 21 A 
53% 57A ft 
15% 'S% 

1B% 18% ft 
» 2 ft ft 
a sft -A 
a 53% .1% 
22% 22% ft 
70 nu *>% 
M% ■% ft 
1% ft ft 
XV 39% ft 

ft ft ft 
1% 1% ft 
31/. 314 ft 


to n 

Stack Bk. i 190 ! Hvfc Lae (jte Ctog 

OrtfaaM oxa » aa b36% xh sb .1% 

MriTi 050 13 IX 19% 18% 19 ft 

Qfataa 1X2 1* 23 36% 37% S% •% 

fettfa 8695261 22 JBii 3D, 1 , -U 


110 13 51« 

0X4 83 3 

24 285 
2* 3562 
5955389 
OX 60 SIM 
050 1* * 

1$ 2a 
*2 a 
076 9* 853 

an 17 leoe 

9631724 
18 5211 
41X 
« 4154 
14 1T12 
5574 
040 to W3I 
a» 12 335 
63 5603 
1 256 
11 2279 
OB 1* 1187 
11 » 
024 13 401 
80 1SH 
It 3*3 
2730868 

17 422 
153 rasa 


s% 57A 

6% a.*. 

9« 58% 
61% 50% 
59% 53% 
48% *BA 
10 % 1 ft 
30% 30% 

ft ft 

37 38% 
45% 44% 
UC% *0% 

US! 1ft 
7% ft 
a 18% 
12 % 12 % 
TV 7A 

30% a 

14% U% 
»% 3ft 
5% 5% 
18% 14% 

SA 2ft 

13% 1J 

lft 1 ft 
234 22% 
18% 16% 
474 «% 
»% :*% 
31% 2ft 
1*% <H1 


Ota. E M Wte Ua> Ud Ctog 

3« M IA ft -% 

257 ft *B *B ~t, 

1X4 10 8848 55% 54% SS% .4 

02)13 490 251; a 25% >% 
017 16 65 *%*%*%»% 

03 16 SIS 35% 34% S ft 

a a 5% 5% 5% ft 

045 IS 520 18% 4% lft ft 

10 2231 6% ft ft ft 


17 114 Xft 24% 24% 

K7 2% 2% 2A 

611677 15% 15 15% ft 

20 123 WA 14 Ift ft 

062 n *394 e a% aft ft 


Made Or. E 1006 M* Low Boss Grieg 
AOritagf 71 13% 13 13% ft 

M S 12 10 10 19 ft 

Htatac 31 s H H ft 

Meta M 161 238 11 % 1 T% 174 -% 

todrpa 144 10 14 S% 33% 3ft -V. 


12 18 2482 
040 G 

02020 81 
0« 17 *» 
12*0 

052 2 SB? 

T35 
12 170 

OZ 40 257 
a 53 
03 11 33S 
10 6750 
498 

0(4 17 5 

a 

a a 
a 966 
aa a 4ia 

470 

z so 
M e» 
o*o a its 

27 1(3 
1.14 19 5112 
16*9 
IIS 
0*0 17 39 
Cl 7324 
47 9C0 
212 

0.10 18 IX 

£ 


51% 50% 
llV 11% 
12 11% 
2ft *ft 

9% 9% 
10 % 1 C 
% % 
2ft afl 

*&V 45% 
7A 7» 
27 34 

21% a 
Til 3fi 
ft ft 
14B 14% 
2ft 2*A 

toi, 25% 
C% *1 
34 3% 
u60% 57 

25% 24% 
13% 12% 
3*4 334 
51% Sft 
4 3% 
SH 5% 
s% 24% 
19% 154 
37% 36 

94 9% 
11% H% 
1 1 


Hi E Idt to IM Bq 

050 4 336 19 18% « 

19 2571 24% 3A }( ft 

0X0 22 27 50 48% 48% -% 

111 140* 54 5% ft -ft 

361691 «7jt *8% *7% .1% 

22 «fl 3*% E% 33% -% 

10914 ft ft ft ft 

M 67© 25% 24% XtS -A 

040 17 X 14[J 14% 14// .% 

129 \0» 49lj «»« 4ft .% 

010 *731 7% 7A 7% ft 

27 716 4*4 «U 43% .| 

20 ft 1% 111 

068 21 35M 66% ss% a 

13 11B 9% 9 9% ft 

054 X <80 C% 46,*, 46% ft 

91675 23% 27% 29% .ft 

24 4331 44% «4 *s; xi: 

1X0 1(1 X 48 48% «% ft 

X71X 43% 40% 40f J -ft 
G20 Ift 11% 11% «A 

9 T779 2ft 23% 3ft -% 

33 X229 54% 51% 5ft .24 

001 44 Bi8 24 23% 2* ft 

0© 158E7C *4 835% V% -ft 

S 92281 BA 31% 32% *% 

1*12 5jS <% ft .4 

0© 16 12E 25% 24% J5% ♦% 

006 17 IS 10% 10 ID 1 * ft 

MS It 43 57il 57 57% -% 

*6 lire 20% 16% 31 ft 

21 232 14 12% 11% ft 

0X6 2108 2% 2% 2% 

» M ntl 264 27A ft 

172 2U 2% 24 

096 11 *67 37 S% 36H ft 

a 1732 204 20% 20% ft 

82! 2A 2A 2/, ft 

1 10 18 «07 2)4 25% 254 ft 

to iA 'A iA 

24 2781 aS*% 52% 5* -ft 


AMEX PRICES 


M*M » S A * 

fat Ml 20 ) X fi 21 % 21 % 21 - 

tottxA 1T12 ft 4|2 5] 

JtaBltaM 273 2 {( 2 % f 

WUPOB » 1 % 1 % » ! 


six Dew a r s s s ft 

SaCf4ri8r 050 18 II 3»% 33,’, 34% ft 

BWTU B 403 8 *a 4» 

BUM* 098 11 SO 1ft 19 A 1ft 

Bn> IB 11 8 4% 4% ft 

Btfatfa 138 33 39 F4 9 .1% 

BbAdA 17 271 24 23,‘i 23% ft 

a» n a 2% 2A zA ft 

BMri 0X6 8 663 S% »A S4 \ 


020 29 106 U 0% 43H ft 

DX1 S3 uc% «% «A 

11 6 16% «A i»t ft 

IS 8% 7% ri -% 

00 1 A Li if. ft 

a 5 8% 8% 8% J* 

0X259 157 11/, 104 11% ft 


SBd Ota E Wta IB|b Low Octe tea 

GridteG (IS 2*% 23% 23% -% 

anwii are » sn ift a »* .11 
ad 07P 18 156 in 17A 174 
Ooetari 12 72 A % % 


raaxk ibis ft 2% 

uni OS 34 84*3 36% 3i{ 

Mate * % 6 % 

**rr« 20 ha <7A 

MB 0© R B6 d 30% a 
H/> 34 257 15% 15% 

wasn* 146 u! 0 % 9 % 


Start Ota E tons aw law Gtaaa Bn 
J15 Cap 8067 % % % ft 

tones 02 siaft 

lijrisf 1x0 a 165 23% Bil 23% 

006 19 111 ft 4% ft ft 

LyKhte 13 78% 77% 77% 


6 2 51% 51% fill* 

OS a 677 47% *5% 4«t{ -lA 

2282 12% 11JJ 12 ft 

Z 531 34% 34 3ft ft 


MWnCP 016 16 >0 

BLCm UW 

kern? P 63 

Ntt 3631 


Ills 


fart Dta E ink IRgk lew Ite fang 

1MDS 015 15 15 20% 194 194 

Item 2tD a 216 66 65% 67/1 .ft 

USEeerp 96 7% 7% 7% ft 

USSOW IB 2 2 2ft 

ISIS ore a 36 64% 82% 63% -% 

iKTCdp 048 24 J9S2 Z7% 2ft 26% ft 

Udlato 050 S 34 105i{ 105 HE ft 

UDb 230 166 ft ft 6% 

Vasa. ** 023 14 » 204 20% 

ynyoca a» flft 12% 13% ft 

Vales 024 14 (12 26% 77% 2ft ft 
ventga Mil B% 26% 3 •' 

ftar C 403 27% 2»lj 27,4 ft 

VtopfcT 77 X 16% 15J.' 15% -1% 

VLD1«rt 1629963 It 21% 2ft .1,* 

ttwoB 046 2723 27% © 27% ft 

nwgUD M 3640 uX% 25% 25% -% 

fartert * 3967 54 8% 64 ft 

era*® 025 IX 1256 224 22 22*4 -A 

BKdM! 116 96KES2 69% 68% 60% -% 

WdriA 0X5 15 591 d9A 29% 29,’. *A 

no-<n ran w re 28% ft 

•bran E* 010 20 Il« 28% 24% 26 >1A 

tonoBact 144 29 IB 100 96 1 ; 100 ft 

ypssw a 1754 48% 49 49% J» 

tocSA a 1414 30% 29% 29% ■% 

Wa&m to 1106 46% 45 *5% 

Kates L 03 20 13 11% 11% 11% ft 

Wtoi B3707 37 36% © ft 

warn* 052 17 2013 17% 16% 17% ft 

W«m 031 71 248 «% 44% 45% .1% 

•ynw>«k 040 36 47<D 20,5 19% 20% .1 

Ufctt* 244Z338 4 ft 30% 40)1 «lU 

Crow 3SB 12A n% ><A -% 

fans Cap IKE 5 % 5 5 % ft 

KWte I2S11 6$lj 63 64% .% 

MOW* 7115 S% 28% 28% ft 

mm 416 275 0 % ft 6 % -A 

aorauw 04a 24 2« 45% 44% >SA *11 


4 pm dose Februsy 10 


to Sta 

fart Sta E Kris Htt [JM Gkaa a*| 

SJWCoa. 214 11 2 57% S7% 57% ft 


ItetaQ are 15 $4 124 12% 124 ft 

TMUsa QC 1772 44% <3% 43% ft 

Tcemedo 15 2S 16% 15% 16 ft 
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Records tumble as last Asia effects fade 


WORLD OVERVIEW 


A surge in the Dow Jones 
Industrial Average to 
all-time record levels came 
late in the European trading 
day, writes Philip Coggan. 

But the early gains on 
Wall Street reinforced the 
feeling that markets were 
shaking off the last effects of 
Asian-induced weakness in 
1997 's final quarter. 

Many European markets 
have chalked up record 
peaks and the US's broader 
benchmark, the S&P 500 
index, passed 1,000 for the 
first time last week. As the 
graph shows, the FT S&P 
World Index has also 
regained its peak. 


FT/5&P World index 
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The US market received a 
lift yesterday from a bullish 
report by the Council of Eco- 
nomic Advisers that pre- 
dicted the “Goldilocks econ- 
omy" of low inflation and 
steady growth could con- 


Dec 


tinue for the foreseeable 
future. 

Investors seem to have 
decided that the Asian crisis, 
while having adverse effects 
on individual companies. 

would not significantly dent 


either economic growth, or 
overall corporate earnings. 

A further sign of the 
recovery in confidence in 
Asia came with the sharp 
rebound in the Indonesian 
rupiah yesterday. Hints that 
Indonesia might adopt a cur* 
rency board system 
prompted the rupiah to 
climb to Rp7.000 to the dol- 
lar, at the height of the cri- 
sis. it had traded as low as 
Rpl6,500. 

A currency board system 
would probably be effective 
in stabilising the rupiah, but 
might have some severe 
effects on the country's 
economy, as interest rates 
would rise sharply in times 
of stress. The Jakarta stock 


market duly gave the idea a 
rather lukewarm response. 

Chris Carter, manag ing 
director, global equity strat- 
egy at UBS, says that two 
factors have been driving 
markets higher in recent 
weeks - the continuation of 
merger mania, inspired by 
the proposed Glaxo Well- 
come-SmithKline Beech am 
deal, and a sense that cur- 
rencies and stock markets 
have stabilised. 

“But the markets are 
looking a bit overvalued and 
I would not anticipate any 
immediate further gains” he 
adds. 

Longer term, Mark Brown, 
head of economics and strat- 
egy at ABN Amro, points out 


that , jn the world's largest 
U economies, the- gap 
between the return on capi- 
tal and the cost of equity 
capital has been widening 
steadily in recent years. 

Excess retains are now at 
their highest levels far the 
past 30 years, making it 
hardly surprising that equity 
markets have been strong. 

However,, he points out 
that the gap should converge 
in the long run. Companies 
should respond to high 
returns by increasing invest- 
ment, bidding up the cost of 
capital and eventually, 
through greater competition, 
forcing down returns. When 
the gap does start to narrow, 
equity ratings should fall. 


Rally takes 
US shares 
to new high 


Paris, Frankfurt back at peaks 


FTSE Actuaries Snare indices Eure 
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AMERICAS 


A morning rally in US 
shares sent the Dow Jones 
Industrial Average above its 
all-time closing high and 
close to the 8.300 points 
level, writes John Labate in 
New York. 

By 12:30pm the Dow had 
gained 108.12, a rise of 1.3 
per cent, to 8.288.64. The 
broader Standard & Poor's 
500 index was 9.96 higher at 
1.020.72. also well above its 
record closing high. 

The morning rally caught 
many in the market by sur- 
prise. as it was not tied to 
any single news or earnings 
event. By midday the blue- 
chip-based Dow had surged 
past its record closing high 
of 8259 set on August 6 last 
year, but it hovered just 
below' the market’s intraday 
record high of 8299 points. 

As the earnings reporting 
season neared an end, many 
in the market appeared to 
focus on short-term issues, 
rather than long-term wor- 
ries. “The important con- 
cerns such as Asia are still 
there, but not in the immedi- 
ate cross-hairs." said Eric 
Miller, chief investment offi- 
cer at Donaldson. Lufkin and 
Jenrette. 

Airline stocks had another 
strong day. Southwest 
Airlines climbed $1 to $29g 
after the company said it 
would expand its discount 
fare programme. Alaska Air 
was also up S2 on the day to 
S52 J i. 

Hewlett-Packard and IBM 
were two of the three best 
performers among blue chips 
on the Dow. Hewlett had 
gained 51 jj to $63^ while 
IBM was up by $3£ to $101 V*. 

Boeing was the Dow’s best 


performer, up $1V« to $48 
after the aircraft maker said 
it was considering European 
expansion plans. 

The rally in computer 
stocks helped the Nasdaq 
composite index to rise 19 
or 1.18 per cent to 1.710.32. A 
closer barometer of tech 
shares, the Pacific Stock 
Exchange index, surged 7.13 
or 2.3 per cent higher at 
324.02. 

Semiconductor manufac- 
tures were especially strong 
as Texas instruments surged 
more than 6 per cent or $3Vj 
higher to $57%. Altera shares 
were $2% higher at $37% 
after a rating upgrade by- 
analysts at Alex Brown. 

Smaller company shares 
also gained ground with the 
Russell 2.000 index climbing 
425 to 45123. 

TORONTO advanced at 
midsession after Monday's 
pause and the TSE-300 com- 
posite index was 20.66 higher 
at 6.867.37 in volume of 
41 .5m shares. 

Ten of the 14 sub-indices 
were in positive territory 
with the heavily weighted 
financial services sector up 
05 per cent. Tempering the 
gains, golds and precious 
minerals dropped by 
0.8 per cent and the trans- 
portation sector lost 0.7 per 
cent 

Canadian Imperial Bank of 
Commerce led activities with 
a rise of 40 cents to C$42.65. 

Kinross Gold, which on 
Monday unveiled a merger 
with the US based Amex 
Gold, lost 10 cents to CS5.15. 

Barrick Gold slipped 35 
cents to CS28.45 after report- 
ing higher fourth quarter 
profit in spite of the slump 
in bullion prices. 


French equities ended a 
volatile session with PARIS 
at a record high. 

Helped by the strong start 
on Wall Street, the CAC 40 
index shrugged off a dull day 
for the dollar and a severe 
shake-out at tyre giant 
Michelin to close up 1422 at 
3235.76. 

Cement leader Lafarge led 
the upturn, rising FFr17.70 
or 4.4 per cent to FFr417.70 
as cyclical stocks came in for 
attention. France Telecom 
bounced FFr10.10 to 
FFr2S1.60 following what 
was said to be positive com- 
ment from local broken. 

Michelin was the day’s lag- 
gard. sliding FFrii.50 or 35 
per cent to FFr316.50 follow- 
ing the overnight news from 
the US that arch rival Good- 
year Tire planned a five-year 
programme of aggressive 
expansion. 

Among smaller caps, Euro- 
tunnel jumped 45 centimes 
or 7.4 per cent to FFr655 in 
6.6m shares traded. 

Michelin 

Share price and index (rebased) 
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Telmex aids Mexico City 


MEXICO CITY reversed an 
opening dip, taking heart as 
market heavyweight Telmex 
reported better-than-expec- 
ted 1997 earnings. However, 
the IPC index failed to build 
on this early turnaround and 
was just 15.16 better at 
4,712.69 at midsession. 

Telmex gained 35 centavos 
to 22.15 pesos on the news. 
However, hopes that this 
would help giant conglomer- 
ate Carso, which has corpo- 
rate links with Telmex, were 
dashed. Having initially 
risen. Carso dipped 60 centa- 
vos to 49.30 pesos. 


SAO PAULO moved ahead 
in morning trade, helped by 
a positive start on Wall 
Street. The Bovespa index 
was 58 higher at 10293 by 
midsession. 

BUENOS AIRES moved 
sideways in directionless 
trade, with some investors 
taking profits after last 
week's rally. The Merval 
index was up 8.81 at 667.81. 

CARACAS closed lower in 
moderate trading as inves- 
tors took profits. The Mer- 
invest Composite index 
closed at 8526. down 0.82 
points. 


FRANKFURT finished late 
electronic trade at a record 
high as the Dow’s advance 
inspired the German market 
to climb out of the narrow 
trading range that had held 
prices back for much of the 
day. The Xetra Dax index 
climbed 39.06 at 4.558.62. 

Metallgesellschaft climbed 
DM1.73 or 4.7 per cent to 
DM3820 - its highest level 
since late October - as Deut- 
sche Morgan Grenfell and 
HSBC both raised their 
recommendations on the 
stock after Monday's first 
quarter results. 

BMW picked up DM40 to 
DM1.531 as Lehman Brothers 
raised its price target from 
DM1,650 to DM 1200 and reaf- 
firmed its outperform rating. 

Mannesman, the engineer- 
ing group, gave up DM16.50 
to DM1.001 after Morgan 
Stanley removed the stock 
from its "European fresh 
money buy list". Henkel, the 
speciality chemicals group 
which replaced it, rose 
DM250 to DM112.10. 


ZURICH clambered back 
into uncharted territory as 
merger mania, which has 
driven the market’s rally in 
recent weeks, tamed its 
attention to the mid-cap sec- 
tor. The SMI index rose 32.4 
to close at a record 6,860.8. 

Kuoni. the travel agent, 
jumped SFr220 or 42 per 
cent to SFrS.480, off a high of 
SFrS.550. on rumours that 
TUI, a large European partic- 
ipant in the travel business, 
planned a takeover. 

Among the pharmaceuti- 
cals. Novartis rebounded 
after Monday's pull-back as 
Societe G§nferale said it 
maintained its outperform 
rating and believed that the 
short and medium term out- 
look for the stock was out- 
standing. The shares jumped 
SFr45 to 2.551. 

Baloise. the second tier 
insurer maintained its vola- 
tile reputation with a SFr68 
jump to SFr2298 on specula- 
tion about more financial 
sector consolidation. 

MILAN experienced 
another day of merger fever 
in the banking sector as 
investors rushed to place 
their bets in the hope of a 
flood of deals. 

Rumours about a three- 
way tie-up between BCI. Cre- 
dito Ttaliano and Banca di 
Roma helped all three 
stocks. Most interest was 
focused on BCI, which 
gained L476 to L8.490, 
boosted also by news that 
insurer Generali had asked 
the central bank for permis- 
sion to raise its stake to 15 
per cent. Banca di Roma 
gained L83 to 12,480. while 
Credito Italiano was L14 bet- 
ter at L6.665. 

The excitement also 
touched Banca Popolare 
Commercio e Industria. 
which soared L2.505 to 
L35.700 following a report 
that it had received an 
approach from Commerz- 
bank of Germany. BPCI 
denied the report 

Mediobanca climbed L1241 
to an all-time closing high of 
L19.400 as the market 
wagered that the group 
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would use part of a capital 
Increase, to be announced 
tomorrow, to fund a merger 

with a bank or insurer. 

The Mibtel index gained 
256 to close at an all-time 
high of 19.777. 

AMSTERDAM moved 
lower as the results season 
dominated sentiment. Phil- 
ips, Royal Dutch and KLM 
all lost ground and the AEX 
ended off 355 at 970.12. 

Philips, which reports 
annual figures tomorrow, 
came off FI 1 at FI 134.50. 
Royal Dutch was hit by dis- 
appointment elsewhere in 
the oil business. Heavy 
results-driven selling at Brit- 
ish Petroleum sp filed over to 
tbe Dutch leader, which 
shed FI 1.40 at FI 107.40 in 
advance of tomorrow's 
results. 


Unilever’s results were 
unexciting while broad hints 
from the analysts’ presenta- 
tion that share buy-back 
hopes were wide of the mark 
also dented sentiment The 
shares, which touched a ses- 
sion low of FI 122.70, ended 
all-square at FI 124.60. 

WARSAW ended higher 
for a seventh-consecutive 
session, extending Its rise 
over the past fortnight to 
more than 20 per cent The 
Wig index ended 52.6 higher 
at 16555.4. 

Market newcomer Prdkom 
Software enjoyed a spectacu- 
lar first day’s trading, end- 
ing more than 40. per cent 
above the offer price at 107 
zlotys. 

Written and edited by Meted- 
Morgan, Jeffrey Bnown, Jona- 
than Font and Paul Grogan. 


SOUTH AFRICA 

Johannesburg dosed flat as 
losses in gold and heavy- 
weight miners balanced a 
recovery, in industrials. 

The overall index, consoli- 
dating after its 19 per cent 
surge since last month, fin- 
ished 02 down at 6.664.3. 
Industrials picked up 282 at 
7,858.4 and. golds finished 
3.8 lower at 8632. 

- Financials closed .at a 
fourth consecutive record 
high as Stanbic added 1.8 
per cent ahead of results. 


emerging market focus 


Croat hopes for 
future revived 


A nine per cent surge in 
the Zagreb stock market 
last week has revived the 
spirits of investors in Croa- 
tia. 

“We have the best funda- 
mentals in central and east- 
ern Europe, after Poland 
Hungary, but the Cro- 
atian market' perhaps has 
tbe greatest potential," 
says. Zeljko Kardum, 
spokesman for the Zagreb 
Stock Exchange. 

Liquidity. is amajar prob- 
lem. Only five companies 
have a first-category list- 
ing. Last month 30 compa- 
nies were delisted from the 
second category, leaving 
about 45 quoted. Foreign 
investors account for about 
60 per cent of trading. 

. 1 Fliva, a pharmaceuticals 
company, and Zagrebacka 
hqnira m a de up about 60 
per cent of total market 
capitalisation - 26.76bn 
I ninas ($42bn) at the end of 
1997. Both have GDRs 
listed in London and are 
finding on a price-earnings 
ratio of less than 20. Zagre- 
backa’s share price rose 211 
per cent in 1997. while 
Phva gained 39 per cent. 

The exchange introduced 
its Crobex index in Septem- 
ber. set at UXX). It rose to 
around 1,200; fell to 850 on 
the Asian crisis and closed 
yesterday at 1,0032, up 0.56 
per cent on the day. 

Michael Glazer, director - 
of Auchtor Securities, a US- 
affiliated brokerage, -said: 
Zagreb is . gradually 
becoming more of a stan- 
dard market There is a lot 
6f. interest In Croatia this 
year as Investors look for 
alternatives to Asia and 
Russia. The government is 
serious about opening the 
economy to foreign Inves- 
tors. Last year,, acts did not 
live up .to words."';. 

Drazen Kalogjera, a for- 
mer economics minister, 
says . Croatia has . a ' set 1 of 
“impressive* indicators: 

Inflation in 1997' was \3~ 
per cent, the budget deficit 
was within the Maastricht 
criteria, the kuna was sta- 
ble and the. central bank's 
foreign .exchange . reserves 
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amounted to $2.6bn. GDP 
grew by around 4.4 per cent 
with an official forecast, 
perhaps overly optimistic, 
of 6 per cent growth for 
1998. 

But there are also worry- 
ing signs of inh erent weak- 
nesses s imil ar to the fac- 
tors behind the Asian 
crisis.-. 

The government denies it 
Intends .to devalue the 
kuna, although exports are 
stagnant, leading to a 
$4.7bn trade deficit In 1997 
and a balance of payments 
deficit of around $2bn. 
Unemployment is around 
18 per. cent and over 100,000 
state sector workers are 
owed wages. . 

industry has regained the 
level of- 1990. before the 
break-up of Yugoslavia, but 
the rate of investment ts 
less than depreciation. The 
economy lacks transpar- 
ency and rehabilitation of 
unhealthy banks 15 slow. 

“Our privatisation pro- 
cess is full of criminals, 
bribery and fraud,” says Mr 
Kalogjera. Nearly 70 per 
cent of capital assets are 
under state control. 

The ' dominance of tbe 
ruling Croatian Democratic 
Union (HDZ) depends 
largely on President Franjo 
Tudjman. He is 75 and 
believed to have cancer. 
But diplomats believe Croa- 
tia's 'fitful progress towards 
integration witb Europe 
will continue. 

Guy Dlomore 


r. 

jr"’ 




Share mergers lift Singapore 


ASIA PACIFIC 


An afternoon rally in 
regional currencies sent 
SINGAPORE soaring. The 
Straits Times Industrials 
index notched up a rise of 
59.25 or 3.8 per cent to 
1.602.97, up almost 50 per 
cent since its low for the 
year in mid-January. 

Newspaper group SPH led 
the way up, hitting a high of 
S819.70 on news that it was 
merging its foreign and local 
share tranches. The local 
shares ended at $$19.20, up 
S$l, while the foreign 
tranche ended S$120 higher 
at SS23.50. 

One analyst said funds 
were moving into the stock 
on speculation its weighting 
in the Morgan Stanley Capi- 
tal International index might 
be increased. 

Another major mover was 
Singapore Airlines, which 
rose 55 cents to S$8.60. The 
company is seen as the most 
likely candidate to merge its 
foreign and local shares 
next. 

TOKYO ended little 
changed after a day of good 
volume with losses among 
leading blue chips countered 
by solid demand for finan- 
cials and smaller caps. 
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The Nikkei 225 Average 
closed up 0.09 at 17.205.09, 
having traded within a range 
Of 17,161.74 to 1725824. At 
808m shares, volume was the 
heaviest since late January. 

Global blue chips lost 
ground, not helped by a prof- 
its warning from electronics 
and chips giant company 
Hitachi, but there was said 
to be plenty of support else- 
where. 

A 4.82 gain to 1200.30 for 
the Topix index of all first- 
section shares reflected this 
trend. Rising shares led 
declines by 888 to 292. 

Financials headed the sec- 
tor performance charts. Talk 


of the use of public funds to 
help activate the land mar- 
ket underpinned property' 
stocks. Mitsubishi Estate 
rose to Y 1.550 before settling 
at Y1.520, up Y10. 

Hitachi's warning sent the 
shares down Y10 to YL.010. 

The company forecast a 30 
per cent drop in operating 
profits for the year. 

SEOUL shares lost more 
than 2 per cent after a lead- 
ing trade union threatened 
to strike over measures pro- 
posed last week to improve 
labour market flexibility. 

The Korean Confederation 
of Trade Unions said it had 
rejected an agreement nego- 
tiated between the govern- 
ment. employers and trade 
unions that would make lay- 
offs easier. 

The news encouraged local 
investors to take profits on 
concerns that the union's 
actions would slow down the 
process of corporate restruct- 
uring. However, good 
two-way trade was main- 
tained as foreign investors 
continued to pick up Korean 
stocks. The composite index 
closed 12.47 lower at 541.77. 

Strong buying was seen in 
Samsung Heavy Industries 
on talk that Swedish car- 
maker Volvo was stalking 


the group. Although Sam- 
sung denied any talks with 
Volvo, the shares ended 
Won520 higher at WonTJOO. 

JAKARTA was lower on 
falls in index heavyweights 
Telkom and Indosat, but the 
market was otherwise bull- 
ish on a rise in the rupiah 
and news of new banking 
regulations. 

The composite index 
closed down 1L55 or 22 per 
cent at 517. 70. 

Telkom tumbled Rp550 or 
122 per cent to Rp3.750 and 
Indosat dived Rp4.050 or 242 
per cent to Rpl2.500 on arbi- 
trage trade as investors took 
advantage of the rise of the 
rupiah against the dollar. 
Both stocks are also listed in 
New York and London. 

Large banks surged on 
reforms to reduce the num- 
ber of banks by increasing 
paid-up capita] require- 
ments. Bank Internasional 
jumped Rpl25 to Rp675 with 
55m shares traded. 

KUALA LUMPUR was 
boosted by a sharply rising 
currency, as the ringgit 
gained almost 10 per cent 
against the dollar in local 
trade. This breathed life into 
a listless market and the 
composite index ended 15.17 
higher at 742.47. 


GET READY FOR 
A BETTER WAY 
TO MEASURE 
YOUR EUROPEAN 
STOCKS. 
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